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Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
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Trade and Finance in Poland 


POLAND is a land of boundless resources. Any estimate of her economic 
potentialities must take account of her coal, iron and steel production, 
of petroleum, timber, of common and potassium salts, of beet sugar, of 
agricultural products, of chemical industries, of spinning and weaving, of 
paper mills, of tanning and leather trades, and of engineering and of 
zine smelting. Considered together, this enumeration of her principal 
trade products shows the opportunities she offers for enterprising 
foreign trade. 

From the financial point of view, the aim of the Polish Government 
is to balance the national Budget so as to provide the necessary 
guarantee of solvency indispensable for all of the operations of trade. 
The total expenditure provided for in the 1927-28 Budget has been fixed 
at 1,896°2 million zlotys. The estimated revenue for the same period 
amounts to 1,896°7 million zlotys. Thus there is an estimated surplus of 
half a million zlotys. 

In addition to this balanced budget there must be taken into 
account a favourable trade balance, the excellent harvest, the fall in the 
official and private bank rate, and the reduced prices of commodities, all 
of which have stabilized the exchange rate of the zlotys at about 9 zlotys 
per dollar and consequently forecast very favourable export possibilities. 

For a full exposition of these and other economic, and financial 
possibilities of Poland see the Times Trade and Engineering 
Supplement, PoLAND and Free City of Danzig INDUSTRIAL NUMBER, 
of Saturday, 20th November, 1926. 











PO LI S H : Some Extracts of 
Opinions: 

: “Tt is an excellent handbook, 

A DB K ? on which the Editor may be 

i congratulated.” —Daily Telegraph. 


“This year-book is unusually 
complete in its information. It 


A Guide to the Country and is to be hoped that this valuable 
Resources of the Republic of ? compilation will be made annual.” 
Poland : —The Times. 
ngs : “The Editor of this compre- 
A Reference book for libraries, : hensive handbook can certainly 
business men, financiers, journalists, jaa a Bago = 
students, sourstts, and shen. : meticulous care with which it has 
interested in the Polish Republic. : obviously been compiled, and the 
lins. x $}ins., 756 pp., with fi ? compact form in which it appears. 
cea at he od vt ies : The Editor has achieved an 
10/6 post free. ? arduous task with undoubted 
Ord ?  success.”—Financial Times. 
rder from : “This volume is an inex- 
THE EDITOR, ? haustible source of information. 
THE POLISH HANDBOOK, ? The volume is exceedingly well 
? produced.”—Financial News. 
47a Portland Place, LONDON, W.1. Sisssdaatchiiialceeiadceaaeeapiiainslued ; 
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THE BRITISH OVERSEAS BANK 
LIMITED 











Capital Authorised- - {5,000,000 
Issued and Paid-up - £2,000,000 


The Bank is able to offer to its clients at home and abroad excep- 
tional facilities in foreign exchange and in the financing of every form of 
foreign trade, and to provide up-to-date credit reports and information as 
to business conditions in all parts of the world. Correspondence invited. 


33 GRACECHURCH STREET, 
Lombard Court, LONDON, E.C.3 


(Inland) : ‘‘SagsrEvo, Bi.caTe, Lonpon.” 


Telex od 2 »*sS . ~ ” 
Telegraphic Address (Foreign) : “SAESREVoO, LoNvon. 


Telephone No. Royat 7111. 








Affiliated Institution in Poland . 


Anglo-Polish Bank, Limited, WARSAW 








BANK GOSPODARSTWA KRAJOWEGO 


(NATIONAL ECONOMIC BANK) 


WARSAW, POLAND. 






Biaia, Drohobycz, Lublin, Poznan, Tarnow, 
Bialystok, Katowice, Lwow, Przemys], Wilno, 
Bydgoszcz, Kolomyja, Lodz, Roéwne, Zywiec. { 






Cieszyn, Krakow, Oswiecim, Stanislawow, 










Telegraphic Address: 
Chairman: Dr. J. K. STECZKOWSKI, former Prime Minister. 
General Manager: Mr. E. KORWIN-SZYMANOWSKI. 


KRAJOBANK. 









Capital paid up, Zlotys 35,000,000. 





Reserve Fund, Zlotys 8,986,805. 











Handling of banking transactions of every description. Issuing of mortgage bonds as well 
5 5 e 


as municipal, railway and bank bonds, the latter for requirements of Polish industry. 











SPECIAL FACILITIES OFFERED FOR: 


FOREIGN EXCHANGE TRANSACTIONS. FINANCING OF EXPORTS AND IMPORTS. 
TRAVELLERS’ LETTERS OF CREDIT. COLLECTIONS. REMITTANCES. 
DEPOSITS IN ZLOTYS AND FOREIGN CURRENCY. CREDIT INFORMATIONS. 
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BANK GUKROWNIGTWA S.A. W POZNANIU 


(SUGAR INDUSTRY BANK IN POZNAN). 
: Head Office : . , 
POZNAN: SEW-MIELZYNSKIEGO 7. 


Branches ; 
1. WARSAW: KRAK-PRZEDMIESCIE 55. 
, / 
2. LWOW: JAGIELLONSKA 1. 
Telegraphic Address (Head Office and Branches): “‘ BACUKRO.” 
3. DANZIG: BALTISCHE COMMISSIONSBANK G.m.b.H. 
Telegraphic Address: ‘“‘ BAIJTICBANK.” 


IN ACCOUNT WITH THE BANK OF POLAND. 
ACCOUNTS WITH POST OFFICE BANKS. 
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b BANKING DEPARTMENT : 
Accepts Deposits, Current Accounts, Deposits in Polish and Foreign 
i Currencies, Bills Discounted. Money remittances and Bankers’ Drafts 
Inland and Foreign. Every description of Banking Business Transacted. 
COMMERCIAL DEPARTMENT: 
Sales on commission on the home market and export of sugar from 
sugar factories federated in the Polish Occidental Sugar Industry 
Association and the Commercial Company of Associated Sugar Factories 
anal in Warsaw. 
: Commission buyers of fuel, fertilisers and sacks for the federated sugar 
} factories. 
The activity of the Bank in 1925 is illustrated by the following figures: 
Sugar sold on the inland market 226,000 tons. 
i - » vs Sn 5; 184,000 _,, 
— The United Kingdom ranks as the main buyer of Polish sugar, having 
purchased 47% of the total quantity exported, and is followed by 
the Baltic States 17%, Holland 14%, Germany 12%, Russia 7%, 
Belgium, Denmark, Norway and Lithuania are responsible for 3%. 
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} NEW BUILDING OF THE BANK CUKROWNICTWA, 
4 PURCHASED IN OCTOBER, 1926. 
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ANGLO-INTERNATIONAL BANK Lr. 


24-28 Lombard Street, London, E.C.3 


Incorporated 17th September, 1926, to acquire the business of the Anglo-Austrian Bank, Limited, 
and of the British Trade Corporation.) 


- CAPITAL: 
Authorised £2,000,000 
Paid Up - £1,960,000 


DIRECTORS: 


GENERAL THE Hon. Sir H. A. 


LAWRENCE, G.C.B., Chairman 


M. SPENCER-SMITH, Esg., D.S.O., M.C., Vice-Chairman 


PETER BARK, Esg. 

E. W. H. BARRY, Esq. 
JULIAN DAY, Esg., M.C. 

A. G. M. DICKSON, Eso. 

THE Lorp FARINGDON, C.H. 
Str HARRY GOSCHEN, K.B.E. 





ZOLTAN HAJDU, Eso. 

Sir J. GORDON NAIRNE, Bart. 
LUDWIG von NEURATH, Esq. 
Sir WILLIAM PEAT, C.V.O. 
KUNES SONNTAG, Esq. 

Stir HENRY STRAKOSCH, K.B.E. 


In virtue of its Affiliations and Connexions in Central Europe, the Bank is in a position 
to afford special facilities for business with that region. 


General Banking 
Corporation of Poland 


POWSZECHNY BANK 
ZWIAZKOWY W POLSCE S.A, 
SOCIETE GENERALE DE 
BANQUE EN POLOGNE. 


Affiliated with: 
Banque Belge pour |’Etranger, Bruxelles 
Filiale de la Société Générale de Belgique), 
Banque Commerciale de Bale, Bale, 
Wiener Bank-Verein, Wien. 


WARSZAWA LWOW 


KRAKOW 
Bielsko, Cieszyn, Drohobycz, 
Przemysl, Stanislaw6ow, Tarnow. 


Cable address for all branches: 
“ BANKDION,” 


BRITISH & HUNGARIAN 
BANK LTD., Budapest. 


Telegraphic Address: Coloniale. 
Head Office : 
Budapest, 30/32 Vilmos Csdszar ut. 
Founded 1890. 


Capital paid up and reserves: 


12 million pengo. 


10 BUDAPEST BRANCHES, 
7 COUNTRY BRANCHES. 


All banking and stock exchange 
transactions. 


Machinery Dept., Salt Dept., 
Merchandise Dept., Coal Dept. 


















BANCA FRANCO 
ROMANA 


DE COMMERCE & INDUSTRIE, SOCIETE ANONYME, 


Etablie Juin, 1914. 
Capital autorisé - 120,000,000 Lei 
Capital versé - - 80,000,000 ,, 
Réserve - - - - 15,000,000 ,, 


SIEGE SOCIAL, 


5 Rue Bursei, Bucarest, Roumanie. 
Adresse telegraphique: “‘FRANCOBANK.” 


SUCCURSALES ET AGENCES: 


Alexandria, Caracal, Campina, Cernauti> 
Constanta, Gaesti, Giurgiu, Orsova, 
Panciu, Ploesti, Rosiori de Vede, 
Silistra, Sinaia, Slantina, Slobozia, 
Timisoara Turnu, Magurele, Corabia, 
Costesti, Draganesti, Faurei, Mizil, 
Moreni, Urziceni, Vida, Zimnicea. 






BANK of ROUMANIA 


LIMITED. 
(Founded 1866.) 









Head Office: 
16 Gracechurch St., 
LONDON, E.C.3 


Branch: 


11 CALEA VICTORIEI, BUCAREST 














Directors: 


E. W. H. BARRY, Esq. 
Cc. De CERJAT, Esq. 
General The Hon. 
SIR H. A. LAWRENCE, G.C.B. 
LORD ORANMORE and 
BROWNE, K.P., P.C. 


Lieut.-Col. SIR ALBERT STERN, 
K.B M.G. 















Bankers: 
BANK OF ENGLAND 
MESSRS. GLYN, MILLS & CO. 
A general Banking business with Roumania is 


conducted and correspondence from those 
having interests in that country is invited. 




















BANCA 
MOLDOVA 


Head Office : Jassy, Roumania. 
Cable Address : Moldobanca. 


Branches : Bucarest, Galatz, 

Czernowitz, Kischineff, Balti, 

Cetatea, Alba, Reni, Roman, 
Tighina, Tarutino. 


Capital paid up and reserves 
Lei 110,000,000. 


Every description of Banking business 
transacted. 















BANQUE DE 
CREDIT ROUMAIN 


(Founded 1888) 
Head Office: BUCHAREST 
Tel. Address : ‘‘ BANCREDIT, BUCHAREST.” 


Capital - - Lei 125.000.000 
Reserve Fund 135.000.0000 





















” 








Branches: 
Braila, Galati, Constanta, Cernauti. 


Principal Correspondents: 

LONDON : Barclays Bank, Ltd.; Midland Bank, 
Ltd.; Westminster Bank, Ltd.; Banque 
Belge pour l'Etranger; Glyn, Mills & Co.; 
Kleinwort Sons & Co.; J. Henry Schroeder 
& Co. 

NEW YORK: National City Bank ; Banque Belge 
pour l'Etranger; International Acceptance 

ank, Inc. 

PARIS: Banque de Paris et des Pays-Bas ; Banque 
des Pays de l'Europe Centrale; Crédit 
Lyonnais ; Société Générale pour favoriser, etc. 


ALL BANKING TRANSACTIONS 


























THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-Up Capital - - - - £4,000,000 
Reserve Fund £3,760,000 
Reserve Liability of Preprictere under the Charter £4,000,000 

£11,760,000 


COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. F. V. C. LIVINGSTONE-LEARMONTH, Eso., 
D.S.O 

C. E. BARNETT, Eso. RIGHT HON. Tue EARL OF MIDLETON. K.P. 

KENNETH GOSCHEN, Eso. HAROLD NELSON, Es9. 

; | HORACE PEEL, Eso. 

C. G. MAMELZON, Map. | JOHN SANDERSON, Eso. 

T. R. JOHNSON, Eso. | ARTHUR WHITWORTH, Eso. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 





THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Capital Subscribed and Paid-up - £1,840,000 
Reserve Fund~ - : : - £790,000 
Aggregate Assets 30/6/26 - - - £16,789,590 


DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, Esa., O.B.E. 
FRANK N, YARWOOD, Esa. F.C.P.A. DUNCAN CARSON, Esa. 
LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, Esq., LL.D. 
GENERAL MANAGER : 
C. M. C. SHANNON. 


LONDON BRANCH DIRECTORS : 
A. DODDS FAIRBAIRN, Esa. ALFRED SHEPHERD, Esa. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. G. W. Orp, Manager, with 
151 Branches and Agencies in New South Wales. 

BRISBANE OFFICE. Georce H. Howett, Manager, with 26 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE : 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE : 73 St. George’s Terrace. A.C. Disp:n, Manager. 

LONDON OFFICE: 37 Threadneedle Street, E.C.2. Arruur F. Jenkins, Manager. 

The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly repre- 
sented, with other Bankers throughout Australasia, New Zealand, the United Kingdom, the Far East 
and elsewhere,whereby it is able tocarry out all requirements with promptitude and to best advantage. 






































Commonwealth : Kank of Australia 


GUARANTEED BY THE AUSTRALIAN CoMMONWEALTH GovERNMENT. 
Head Office - - ~ SYDNEY. 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 


BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers to—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 


SAVINGS BANK DEPARTMENT. 
Agencies are open at 3,432 Post Offices in the Commonwealth, &c. 


As at 30th JUNE, 1926. 


General Bank Balances .. : a £42,555,190 
Savings Bank Balances .. ye * ea i - 4535373605 
Note Issue Department .. hes ee es os oe ie 53:930,226 
Rural Credits Departmen a oe 5 es ie oa 282,003 
Other Items es a oe os =e ny - oe 5,416,279 

£147,721,303 


LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Managzr. 











THE 
FIRST NATIONAL BANK ALL BRANCHES OF 










OF BOSTON INTERNATIONAL BANKING 
BOSTON, MASS.., U.S.A.: 
67 Milk Street, 
BUENOS AYRES: HAVANA: KR 
99 Florida. Pedro Gomez Mena Bldg. AN KERS 











One of the largest and strongest 
Banks in America. Capital and 
Surplus : $40,000,000. 


TRUST 
COMPANY 


HEAD OFFICE, NEW YORK 
16 WALL STREET 











Special Representative: 
24, OLD BROAD STREET, LONDON. 


















BACK NUMBERS 


THE BANKER 


Owing to the stock being practically 
sold out in certain months, difficulty 
has been experienced by readers in 
obtaining copies. The publisher will 
be grateful if readers requiring copies 
would communicate with him at 





Capital fully paid $20,000,000 


Surplus and 
Undivided Profits $33,043,867 











LONDON 
26 OLD BROAD STREET 












PARIS . 
3 & 5 PLACE VENDOME 
9 East HARDING STREET, LONDON, E.C.4. 
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THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


CAPITAL £1,250,000 _ RESERVE FUNDS £1,800,000 


KS 
Governor: THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor: THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE - EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. R. W. STEVENSON, Secretary. 
Over 190 Branches throughout Scotland. 


London Office: 38 Threadneedle Street, E.C. 2. 
Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 


| COMMERCIAL BANK OF SCOTLAND LTD. 


Head Office 1 eee 1810. EDINBURGH. 
General Manager . - ALEX. RO Secretary - - - MAGNUS IRVINE. 
Capital Subscribed - - £5,500, aes Reserve Fund - ° £1,800,000 
Capital paid up - - - £1,750,000 Deposits (31st Oct., 1925) - £34,150,000 


London City Offic é 62 LOMBARD STREET, E.C.3. 

ANDREW W. RUSSELL, Manager. JOHN M. EKSKINE, Assistant Manager. 

Kingsway Branch - MPERIAL HOUSE, KINGSWAY, W.C.2. 
JAMES oO. DAVIDSON. ah the 


Glaseow Chief Office - & 115 BUCHANAN STREET. 
ANDREW SCOTT, Manager. WILLIAM COCHRANE, Assistant Manager. 


Princes Street, Edinburgh, Branch, 118 Princes Street. James Thomson, Agent. 
The Bank has 308 Branches and Sub-Branches throughout Scotland. 
General Banking and every description of Foreign Exchange business transacted, and Agency business for 
Foreign and Colonial Banks undertaken. 
The Bank is prepared to undertake the duties of Executor or Trustee under wills and settlements, and to act as 
Trustee for Debenture Holders, and for Public Bodies and Institutions. 


THE 


BANA NAZIONALE | | NATIONAL BANK 
DI CREDITO | Fabien 


Head Offices : 
13-17 Old Broad St., London, E.C.2 


i Capital Subscribed £7,500,000 
Reserve — Lit. 30,000,000 1 Capital Paid Up £ 1,500,000 
H Deposits, etc. £ 36,962,819 

(at 30th June 1926) 


| Head Office: MILAN Reserve Fund £1,320,000 


Offices at : 


& 
Milan, Naples, Genoa, Rome, 


Capital—Lit. 300,000,000 


ENGLAND 
13 Old Broad Street, London, E.C.2, 
and 26 Metropolitan & Provincial Branches 
IRELAND 


34 College Green, Dublin, 


: and 229 Branches & Sub-Offices throughout 
points of Italy. i the Country 


v4 


Turin, Palermo, Trieste, 
Bologna, Florence, Venice. 
Over 60 Branches in the princi- 


pal industrial and commercial 


EVERY KIND OF BANKING BUSINESS | 
TRANSACTED ; Every description of Banking, Foreign Ex- 
: change, Income Tax and Executor & Trustee 
Business Transacted 
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National Bank of New Zealand, Ltd. 


Head Office: 8 MOORGATE, LONDON, E.C.2. 


88 Branches and Agencies throughout New Zealand. 











Authorised and Subscribed Capital _— re £6,000,000 
Paid-up Capital ose £2,000, 000 
Z Reserve Fund and Undivided Profits £2,173 043 z 
£4,173,043 =| 





The National Bank of New Zealand, Limited, receives Deposits of £50 and upwards for 
I or 2 years at 44%, per annum, and conducts ev ery description of banking business connected =| 
with New Zealand. ARTHUR WILLIS, Manager. : 
HUNNVLVONDUNVNUUUUUAUURNOLIOLLUUTGUUNUAUUU UL MMM UU 
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BANK OF NEW ZEALAND. 


Bankers to the New Zealand Government. 


Authorised Capital - ®6,154,98s 
CAPITAL SUBSCRIBED a rae UP. 





Four per cent. Guaranteed Stock ... ose £529,988 
Preference “A”? Shares issued to the New Zealand Government eas eins oa ox 500,000 
Preference ‘‘B’”’ Shares bo. ss ons - 1,375,000 
Ordinary Shares as ind wee = : ‘a dick pa > . 8,750,000 

£6,154,988 
Reserve Fund and Undivided Profits ... as i Pre ee a see - 3.390,378 

£9.545.366 


London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
Samoa. Remittances made by telegraphic transfer. ROBERT MILL, Manager. 








YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan.) 
Capital Subscribed aad Fully Paid - - Yen 100,000,000 
Reserve Fund . - . - Yen 89,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 

London Office :—7 Bishopsgate, London, E.C.2. 
K. YANO, Manager. 








Provident Mutual Life Assurance Association 


Head Office: 25 to 31 MOORGATE, LONDON, E.C.2. 
ESTABLISHED 1840. 


ACCUMULATED FUNDS EXCEED £5,500,000. 


THE ATTENTION OF THE MANAGEMENTS OF BANKS IS INVITED TO THE SCHEME OF STAFF 
ASSURANCE OF WHICH THE ASSOCIATION IS THE PIONEER, AND WHICH AFFORDS SPECIAL 
FACILITIES FOR EFFECTING LIFE ASSURANCE BY MEMBERS OF THE STAFFS OF BANKS 
AND OTHER PuBLic COMPANIES. 


Ful! particulars and all information will be sent on application to— 
Cc. R. V. COUTTS, F.LA., 


Manager and Actuary. 




























THE BRITISH OVERSEAS BANK, LTD. 


ESTABLISHED 1919. 


Report by the Board of Directors to the Seventh Annual General Meeting ‘of Shareholders to be held in the Bank Premises, 
33 Gracechurch-street (Lombard-court), London, E.C.3, on Tuesday, the Seventh day of December, 1926, at 12 noon. 


The Directors submit to the Shareholders the Balance-sheet of the Bank as at 31st October, 1926, and 
Profit and Loss Account, together with copy of the Auditors’ Certificate. 
The Profit, after allowing rebate of interest and providing for all bad and doubtful debts, 

Income Tax and other Taxation for the year ended 31st October, 1926,amountsto .. £150,220 
Balance available from last account 60,345 


£210,566 








Making a total of 
Interim dividend on “** A *’ Ordinary Shares at the rate of Six per cent. per 
annum for the Half-year ended 30th April, 1926, and Income Tax 


thereon 30,000 


Leaving a Balance of £180,566 


Which has been appropriated as follows : 
In payment of a Dividend on the *‘ A ”’ Ordinary Shares at the rate of Six 

per cent. per annum (less Income Tax) for the Half-year ended 31st 

October, 1926, which together with Income Tax thereon amountsto £30,000 
In payment of a Dividend on the ** B ’’ Ordinary Shares at the rate of Six 

per cent. per annum (less Income Tax) for the Year ended 31st 

October, 1926, which together with Income Tax thereonamounts to 60,000 
To Reduction of Premises Account 5,000 
To Reserve Fund 25,000 
Leaving a Net Balance to be carried forward to next year of 60,566 7 

——__—_—_————- £180,566 4 7 

Since the close of the year under review the Directors have appointed Mr. Dudley Ward, C.B.E., a 
Manager of the Bank, to a seat on the Board. 

The Directors retiring by rotation are The Right Hon. Viscount Churchill, G.C.V.O., and The Hon. 
Bernard Rollo, who, being eligible, offer themselves for re-election. In accordance with Article 91, Mr. 
Dudley Ward’s appointment requires confirmation by the Shareholders. 

The Auditors, Messrs. A. W. Tait, C.B.E., and A. S. Macharg, also retire, and, being eligible, offer 
themselves for re-appointment. By Order of the Board, 

A. E. THORNE, Secretary. 


en eae __BALANCE-SHEET as at 31st October, 1926. ale 
LIABILITIES. ASSETS. 


aes ry ‘A iin of Cash in Hand and at Bankers £361,696 
£5 each ; £1,500,000 0 0 ee , wise _ 
300.000 * B Ordinary Shares of Money at Calland Short Notice . 1,813,275 
£5 each 1,500,000 0 0 | Balances with Bankers Abroad .. 533,190 7 
100,000 Shares of £5 each which , 
may be issued in whole or in Bills Discounted 904,191 16 
part as “A” or “B” Ordinary . A = pa 
Shares 2,000,000 0 0O yer nt Sec s 337,019 14 
€5.000.000 0 © | Other Investments, including 
—————— 
Subscribed and Paid in Full: 
200,000 “ A ”’ Ordinary Shares of 
£5 each 
”» se ed eli arw thar s 
200,000 “ B ” Ordinary Shares of Advances to Customers and other 


£5 each 1,000,000 
BOUIN S i066 0480dd44Rs 900,759 








Shareholding Interests in 


£1,000,000 Foreign Banks 302,309 


£2,000,000 
Current, Deposit and other Liability of Customers for Accept - 
Accounts 3,296,044 1: | 
Reserve Fund 50,000 ances, etc. (per contra) 2,448,002 
Acceptances, etc., for account of 
Customers (per contra) 
Balance of Profit and Loss 
Account 
(NotTeE—Contingent Liability 
on account of Endorsements on 
Bills Discounted, £807,989.) 


8,002 12 Premises Account 354,167 


€7,954,613 12 4 





“PROFIT AND LOSS ACCOUNT for the Year ended 3ist October, 1926. 





Dr. } JR. 
To Interim Dividend on the “A”’ | By Balance brought forward ... £60,345 11 3 
Ordinary Shares at the rate of 
Six per cent. per annum and 
Income Tax thereon £30,000 
. dee na en on oy ~s , 
Ordinary Shares at the rate o “ ™ i ‘ mi 
Six per cent. per annum and = ag a rt ee Sees Se 
ipouese Ten thetecs sepaieed ding for all Bad and Doubt- 
Dividend on the *“* B’’ Ordinary f 1D bts, Inc aT ow d 
Shares at the rate of Six per # Tr 4 ge a an 
cent. per annum and Income = hed Slut Octot mond oe year ra Os q 
ae theseen 60,000 ended 31st October, 1926... 150,220 13 
Reduction of Premises Account 5,000 
» Reserve Fund 25,000 
, Balance carried to Balance- 
60,566 ¢ 


£210, 566 


CHURCHILL, Chairman. : A. E. THORNE, Secretary. 
ARTHURGC. D. GAIRDNE R, Deputy Chairman and Managing Director. F.J, SULLIVAN, Accountant. 
B. ROLLO, Director. 
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THE BRITISH OVERSEAS BANK, LTD. 


—CONTINUED. 


AUDITORS’ REPORT. 


We have examined the above Balance Sheet and compared it with the Books of the Bank. 
We have satisfied ourselves as to the correctness of the Cash Balances and the Bills of Exchange and 


have verified the Securities. 


We have obtained all the information and explanations which we have required, and are of the opinion 
that the Balance Sheet is properly drawn up, so as to exhibit a true and correct view of the state of the 
Bank’s affairs, according to the best of our information and the explanations given to us and as shown by 


the Books of the Bank. 


London, E.C., 23rd November, 1926. 


DIRECTORS. _ 
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MOSCOW NARODNY BANK 


LIMITED 
ESTABLISHED 1919 
Heap Orrice : 


300 High Holborn, London, W.C.| 


Paris Branco: 26, Rue Vivienne, Paris 


Bertin REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 


Authorised Capital - - - £1,000,000 


Paid-up Capital - - . 
Reserve Fund & Undivided Profit - 


- 600,000 
110,000 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies. 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 

London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.8. of America, and everywhere in the U.$.8.R. 








LIKE HALLEY’S COMET 


Once in a Generation. 
—oO— 


Don’t lose a lifetime opportunity 
for lack of courage. 


Ecuador is passing through the 
most severe depression in history. 
Sound bank stocks and _ first 
mortgage bonds are now on the 
bargain counter. Present prices 
will probably not be duplicated 
in many years. 


The situation is the same as that 
which confronted the United 
States in 1921. 

The well-informed business man 
buys for the long swing when 
prices are lowest. DO NOT 
vacillate. BE courageous. The 
time to buy is NOW. 


May we suggest an investment 
plan? 


BANCO DE DESCUENTO 


GUAYAQUIL ECUADOR 
‘“*JUST THE BANK YOU NEED.” 








NOTHING TO BURN MEANS PROTECTION 


AGAINST FIRE OF VALUABLE RECORDS AND CURRENT 


DOCUMENTS WHICH 


wooo , & 


REDUCES 
THE 
VALUE 


"Ue 


Stet, -- 


FIRE PROOF (si oe 


CONST RUC- 
TION 


INSURANCE DOES NOT COVER. 


STEEL 
FITTINGS 
AND 
FURNITURE 
MAKE 
YOUR 
BUILDING 
REALLY 
FIRE PROOF 


ig ae 
STEEL PEDESTALS WITH SPECIAL CASH DRAWERS. HAMBROS 
BANK HEAD OFFICE, LONDON. 


COMPLETE EQUIPMENTS IN STEEL AND BRONZE CREATE AN IMPRESSION 
OF SECURITY. THE USE OF STEEL DOORS, PARTITIONS, COUNTERS WITH 
BRONZE GRILLES, DESKS, ADJUSTABLE SHELVING, AND STEEL 
FURNITURE, NOT ONLY ELIMINATE THE DANGER OF FIRE BUT 
ECONOMIZE SPACE TO THE FULLEST EXTENT. ALL WORK FINISHED 
IN ELASTIC STOVED ENAMEL. DETAILED DRAWINGS AND ESTIMATES 
WILL BE SUBMITTED ON RECEIPT OF PLANS AND PARTICULARS OF 
REQUIREMENTS. 


RONEO LTD., art METAL EQUIPMENT DEPARTMENT, 
5-11 HOLBORN, LONDON, E.C.1. 


N.B._-THE ART METAL EQUIPMENT CO., LTD., HAS BEEN AMALGAMATED WITH RONEO, LTD. 
Works: ROMFORD, ESSEX. 














THE BANKER 


Published Monthly by 


EYRE AND SPOTTISWOODE PUBLICATIONS) LIMITED. 








VoL. II DECEMBER 1926 No. II 
Contents : PAGE 

FRONTISPIECE : LORD D’ABERNON’ - - - - - és « - 449 

LEADING ARTICLES : 
Lioyps BANK AND A GOVERNMENT DUTY - - - - - = 4§0 
Mr. NoRMAN SEES IT THROUGH - - - - - = - = 4§1 
My Lorp Mayor -~ - - - - - - - - - 453 
THE FOREIGN ADVENTURES OF ENGLISH een - - - - 453 
THE FUTURE OF GOLD PRICES -~— - - = = = = 454 
THE WELL-BEING OF THE CITY - - - - - - - - 455 
Mr. LEVERTON HARRIS - - - - - - - - - 456 

GERMAN CURRENCY : ITS COLLAPSE AND RECOVERY, 1920-26 - ~ - - 457 
By Viscount D’Abernon, G.C.B., G.C.M.G. 

THE PUBLIC ADMINISTRATION OF NORWEGIAN BANKS - - - - - 468 
By Sir Karl Knudsen, K.B.E. 

BANKING IN SCOTLAND - - - = - - - - = = 475 
By R. H. Mottram. 

THE ORGANIZATION OF THE TREASURY - - - - - ~ - 480 
By the Right Hon. William Graham, M.P. 

THE “ BANKERS’ ” MANIFESTO: A REPLY TO MR. SNOWDEN’ - - - 483 
By Lord Hunsdon. 

A BANKER’S DIARY - - - - - - - - - - - 486 

THE RECOVERY OF CENTRAL EUROPE - - - - - - - - 491 

“* BARING’S,” BISHOPSGATE STREET - - - - - - - - 497 
By Professor C. H. Reilly, F.R.I.B.A. 

BANKERS AND THE LAW - - - - - - - - - - 502 

BANKING IN AMERICA - - - - - - - - §06 
By Our American Correspondent. 

Book REVIEWS - - - . - - - - - - - §12 

BANKING APPOINTMENTS - - - - - - - - - - 514 

SOME REFLECTIONS ON THE FINANCES OF FRANCE—III-- - - - §15 
By Michael Chosi. 

THE MODERN STRONG-ROOM~ - - - - - - ~ - - §27 


By J. Hembrow, A.R.I.B.A. 


The Editor will be glad to consider articles on Banking 
subjects and to receive items of news of interest to Bankers. 





INCORPORATED 


International Banking Transactions 





Paut M. Warsure, Chairman 
NEW YORK 


INTERNATIONAL ACCEPTANCE BANK 


F. Assor GoopuuE, President 













A.D. 1720. 


FIRE 


4 
be 
5 i 1 
| 


7 
3 
+ 
c}. 
wig 
e 


MARINE ACCIDENT 


9) 
“\ % 


LIFE BONUS 1926: 
COMPOUND REVERSIONARY BONUS OF £2% per annum. 


1 KING WILLIAM STREET, E.C. 4. 


Marine Dept.:— 7 ROYAL EXCHANGE, E.C. 3. 


ASSETS EXCEED 
£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS. 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 
APPLICATIONS FOR AGENCIES INVITED. 





BANKER 


VoL. Il DECEMBER 1926 No. II 





LORD D‘ABERNON 





THE BANKER 


THE 


BANKER 
S 


DECEMBER 


1926 


Lloyds Bank and a 
Government Duty 


HE directors of Lloyds Bank 

i have decided to undertake a 
duty which, in any other 
country, would fall to the Govern- 
ment. Two hundred and fiftv years 
after the French and following the 
Americans, the Spanish, and nearly 
every other nation in the world, we 
founded at Rome before the war and 
housed in a handsome building by 
Sir Edwin Lutyens in the Borghese 
Gardens, the British School. In 1913 
the first British Rome Scholars in 
architecture, sculpture, and mural 
painting were elected after a public 
competition open to the Empire. 
These scholars were to have three years 
in Rome in which to continue the study 
of their respective arts at public 
expense, the money being provided 
by the Commissioners of the 1851 
Exhibition. The war intervened, but, 
fortunately, the Rome Scholars came 
through that trial and continued their 
work when the war was over. Alto- 
gether now there have been eight 
competitions, with an ever-increasing 
number of competitors. The English 
Prix de Rome, especially in architec- 
ture, has become the blue ribbon of 
the architectural student world. So 
far so good, but in comparison with 
France this state of things did not 
go far enough. Our Government had 
made, and still makes, no provision 
for the returned Rome Scholar after 
his three years’ additional study. In 
France the winner of the Grand Prix 
is from the day he wins the prize a 
made man. When he returns from 


Rome he is sure of Government 
patronage. For one thing, the care 
of one or more of the public monu- 
ments or palaces is entrusted to him. 
This gives him a position and liveli- 
hood while he is founding his practice. 
The British Government, through 
the Office of Works, definitely refused 
to do anything of the kind. Now the 
directors of Lloyds Bank have stepped 
into the breach. They have decided 
to give to each returned Rome 
Scholar who makes good, as occasion 
arises, one of their branch banks to 
build. This is a great thing for the 
young artist in question, for the first 
step in a practice is always the most 
difficult one, but it is also a great 
thing for the bank. The latter by it is 
sure of obtaining the services of one 
of the most brilliant of the younger 
men. It can always point to this 
particular bank as the work of a 
Rome Scholar, and in years to come it 
will probably be able to say it has 
started on their careers most of our 
leading architects. For any technical 
difficulties in the internal arrange- 
ments there is always the premises 
manager at hand to make the neces- 
sary suggestions. One can _ hardly 
imagine a happier state of affairs; 
the young architect to study the site 
and all its possibilities and to prove 
himself in every way, and the bank 
with its technical advisers behind 
him to see that he makes no blunders. 
THE BANKER has often pointed out 
the duty of the banks, as the greatest 
patrons of architecture and architects 
in the country, to choose with the ut- 
most care those to whom they entrust 
their commissions. It has shown how 
often our country towns and villages 
have been spoilt by the thoughtless 
erection of new, expensive, and aggres- 
sive banks in their midst. We, there- 
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Our frontispiece is a portrait of Lord 
D’ Abernon, His Majesty’s Ambassador 
at Berlin 1920-26, and a _ former 
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fore, welcome with the greatest earnest- 
ness and enthusiasm this patriotic 
and very wise action of the Lloyds 
directors, and hope that the other 
banks will not only take note of it, 
but do likewise. 


Mr. Norman Sees It 
Through 


T= prolongation of Mr. Nor- 


man’s tenure of the office of 

Governor of the Bank of 
England, now happily assured, is a 
matter of world significance. Graver 
matters are at stake than the defeat of 
a newspaper campaign, but the ap- 
parently inspired reports of a section 
of the Press that Mr. Norman would 
not this time be a candidate for the 
high office he now holds, were un- 
usually circumstantial and persistent, 
and seemed definitely to herald a 
change in the direction of the Bank. 
In the actual circumstances of this 
country, and of Europe, with the 
transition to a new equilibrium based 
on gold not yet fully accomplished, 
and with the currencies of the two 
great Latin Powers not yet stabilized, 
the attainment to office of relatively 
new and untried personalities would 
undoubtedly have been interpreted 
by the world at large as an indication 
of a change of view in the City of 
London. For that reason alone, if for 
no other, the decision of the Bank 
directorate and Mr. Norman’s accept- 
ance for a further term of a respon- 
sibility which must at times be almost 
unbearably great, will be received 
with great relief. 

In an age of preposterous publicity 
Mr. Norman maintains the dignified, 
traditional reticence of the Bank of 
England. He grants no interviews, 
and makes no speeches. We know 
more of the proceedings of the Cabinet 
than we do of what takes place at the 
Bank Court. It is, therefore, a matter 
of great public importance that Mr. 
Norman should have given evidence 


before the recent Royal Commission 
on Indian Currency and Finance, and 
that a public record of his opinions on 
certain disputed points should now be 
available for the student of economic 
affairs. Mr. Norman’s answers to the 
questions that were put to him fully 
confirm the opinion of his character 
and views which can be gleaned from 
his actions in connection with Euro- 
pean problems and from the respect - 
paid him by the City. The answers 
are frank, but incline to curtness : the 
tone is polite, but there is a slight 
undercurrent, one suspects, also of 
contempt at the amount of time 
wasted, and a certain imaginativeness 
of outlook peeps through at intervals. 
It is extraordinarily interesting 
evidence, and deserves to be much 
more widely known than appears to 
be the case. 

Mr. Norman hopes for the ultimate 
restoration of the convertibility of 
notes into gold coin. “I hope that 
the time may arrive . . . when circu- 
lation of gold coin may again be re- 
sumed. So far as this country is 
concerned, I think it is very remote. . . 
I do not expect to see it in this country 
myself ... I mean in my lifetime .. . 
but I like to cherish the hope that it 
will come back again, and will be a 
sign of that prosperity which I trust 
we may reach again. . . But what we 
need at the present time—all of us in 
all countries—is our gold in reserve 
and not in circulation. I intend to 
work for that end, but I do not expect 
to see it in my time.”’ Mr. Norman 
added that he would expect to see 
convertibility even—as put by the 
chairman of the Commission—if the 
“right of convertibility of notes into 
gold might result in any substantial 
demand for gold.”” But he would not 
commit himself as to dates—“ Well, 
this is dreaming, is it not? We are 
dreaming now.”’ That happy time 
“will only come when our inter- 
national position becomes so strong 
and our exchange rules so high and so 
satisfactory to this country that gold 
will come in greater amounts than we 


KK 
























































































THE 


452 


need into the Bank reserves; and we 
shall then be glad to use part of that 
redundant gold for circulation.” 

On the question of when to stabilize, 
Mr. Norman was clearly anxious that 
stabilization should not be perpetually 
postponed on the ground that all the 
indices were not yet in equilibrium. 

“T recognize those factors. I believe 
theoretically they are perfectly true 
and correct. [ am certain in my own 
mind that if I had to decide between 
stabilization at what appeared to be 
a reasonable level and waiting to see 
what was going to happen, I should 
stabilize; and that is the advice I 
should give to every country.” And 
the method of procedure over time is 
also clear. ‘‘That is, first of all to 
adopt a gold exchange standard with 
little or no gold, and then to look to 
it over the years to replace gradually 
the gold exchange, the valuta security, 
by gold security . . . the stabilization of 
Europe, and to some extent including 
this country—but the stabilization of 
Europe, a very important thing for 
all of us, and not alone for India—is 
dependent on having over a series of 
years a certain supply of gold by which 
those various countries can gradually 
substitute gold for valuta—gradually, 
possibly, transfer gold exchange 
standard into gold standard to the 
extent of having their note circulation 
covered more and more by gold and 
less and less by valuta: never going 
back, as I expect, absolutely to a gold 
circulation, but, nevertheless, over the 
years, each one gradually getting a 
higher proportion of gold against their 
note circulation. That, I believe, is 
the way in which Europe, and coun- 
tries beyond Europe, may eventually 
solve the questions of stability, of 
security of note issues, of prices and 
of co-operation one with another—all 


moving forward together. Many 
countries are developing in that 
direction. No one country, I think, 


has the power to run ahead to any 
great extent of the others. I believe 
the advantage of the many, as well as 
the advantage of each one, is that this 
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should be gradual and 


” 


progress 
united . 

On the subject of Central Banking, 
Mr. Norman’s views are naturally of 
great importance. The Central Bank 
“should have the sole right of note 
issue : it should be the channel, and 
the sole channel, for the output and 
intake of legal tender—currency. It 
should be the holder of all the Govern- 
ment balances: the holder of all the 
reserves of the other banks and 
branches of banks in the country. It 
should be the agent, so to speak, 
through which the financial operations 
at home and abroad of the Govern- 
ment would be performed. It would 
further be the duty of a Central Bank 
to effect, so far as it could, suitable 
contraction and suitable expansion, 


in addition to aiming generally at 
stability, and to maintain that 
stability within as well as without. 
When necessary it would be the 


ultimate source from which emergency 
credit might be obtained in the form 
of re-discounting of approved bills, 
or advances on approved short 
securities or Government paper.”’ And 
the board of such a bank must be 
free of certain influences : it should not 
be composed of ‘‘members of Govern- 
ments or legislatures or politicians, 
public officials, bankers, and persons 
identified with politics.’”” The Govern- 
ment should not possess any power of 
veto: “I should not wish to see the 
bank’s freedom hampered in any way, 
least of all by a provision that in 
certain undefined circumstances free- 
dom of action might be abrogated. 
We have the experience in Europe 

. In the case of banks in which the 
Government has held a considerable 
measure of control, or there has been 
a limitation of the freedom of the 


bank. It has not resulted to the 
advantage of the community.” 
Governments should not nominate 


the chief executives : “I should think 
that recent experience in Europe was 
a sufficient answer,” and though the 
local definition of a politician no 
doubt varies, “I am sure it must be 
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an expression which is well known in 
India.” Further, “I should certainly 
make no provision which would pre- 
vent the Central Bank, if it thought 
necessary, from competing with the 
other banks. It might be very neces- 
sary for it to do so.”” Central Banks 
may not actually be competing, “but 
that does not mean that they do not 
protect the business community from 
the banks, if necessary.” 

It is quite clear from the evidence 
that one of the most striking depar- 
tures from the expected adopted by 
the Commission—the creation of a 
new Reserve Bank, instead of the 
adaptation of the existing Imperial 
Bank—owes a great deal to Mr. 
Norman’s advocacy. The present 
Governor can thus be looked upon as 
one of the founders of the new Indian 
banking system: as he can undoubtedly 
be regarded as one of the most 
active founders of the resuscitated 
Central Banks of Hungary, Austria, 
Germany, and Belgium. 

That process of international co- 
operation which the Bank of England 
has done so much to further has 
undoubtedly taken a form somewhat 
different from that conceived by the 
Genoa Conference. The Genoa Con- 
ference intended a kind of inter- 
national co-operation in which the 
diplomatic principle of the equality of 
all participants was to be the basis. 
Events have taken a different course. 
The function of the Bank of England 
has been twofold : that of almoner and 
that of censor. It is just because the 
Bank has had at times to warn as well 
as to loose the purse-strings that the 
Governorship must be occupied by a 
man of character and tact as well as 
by a man of talents and technical 
efficiency. In re-electing Mr. Norman 
the Bank directorate has done a wise 
thing: it has guaranteed the con- 
tinued application of principles which 
the fortunate chance of a Royal Com- 
mission has permitted the Governor 
to state publicly for the first time 
since he assumed the dignity of 
office. 


My Lord Mayor 
"a's unobtrusive trade of bank- 


ing has given few Lord Mayors 

to the City of London. Though 
Sir Rowland Blades is not a banker, 
his instalment in that great office 
greatly pleases bankers. For more 
than a generation he has cheered and 
animated the many banking offices 
to which he renders considerable 
services as head of the eminent busi- 
ness of Blades, East and Blades. 
Millions of English men and women 
are accustomed to sign their names 
upon cheques imprinted with his 
brave Elizabethan name, and these 
cheques are, indeed, as great a 
terror to forgers as my Lord Mayor 
himself attired in his scarlet robes, 
his chains, his beaver hat, and 
supported by the Sheriffs, the Recor- 
der, and all the other Civic Officers 
who dispense justice in the portentous 
precincts of the Old Bailey. Bankers 
will wish all success to the new ruler 
of the City of London, and they will 
take a lively interest in all the 
pageants of pomp and power in which 
my Lord Mayor plays his part. 


The Foreign Adventures of 
English Bankers 


NE of the most devastating 
of Dean Swift’s sarcasms was 


directed against the Irish 
bishops. He said that the King 
appointed most learned and virtuous 
men as bishops of Irish dioceses, but 
as they crossed Hounslow Heath on 
their way to Ireland they were mur- 
dered by highwaymen who, having 
stolen the episcopal robes, installed 
themselves in their victims’ bishoprics. 
This quip might well describe the 
adventures of English bankers in 
foreign countries. The experience 
and capacity of the best English 
bankers in no way qualifies them to 
manage foreign banks conducted on 
principles directly opposed to those 
which obtain in these islands. (This 
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observation does not, of course, apply 
to banks especially formed for foreign 
trade and managed by experienced 
foreign bankers.) For this reason 
the most prudent English bankers 
have refused to encourage foreign 
enterprises, however advantageous 
they appear. Nearly three years 
ago Lloyds Bank was projected into 
foreign banking by its absorption 
of Messrs. Cox & Company, which 
conducted important banking busi- 
ness at Alexandria and Cairo, with 
agencies at Benha, Beni Suef, Fayoum, 


Mansurah, Mehalla Kebir, Minieh, 
Tanta, and Zagazig. It is probable 
that Lloyds Bank regarded this 


Egyptian banking business as a 
temporary acquisition, for arrange- 
ments have now been made to transfer 
the Egyptian business to the National 
Bank of Egypt. This arrangement 
should be of considerable advantage 
to the National Bank, and it is yet 
another instance of the prudence and 
foresight animating the policy of 
Lloyds Bank. 


The Future of Gold Prices 
, ie business world has _ barely 


had time to recover from the 
orgy of inflation which marked 
the war and post-war period before 
voices are raised pointing to a new 
danger—that of an appreciation of 
gold, or, in other words, that of a fall 
in the general price level. The im- 
pulse to this new tendency was given 
by the proceedings and the report of 
the Royal Commission on Indian 
Currency and Finance. Expert evi- 
dence before that Commission on the 
whole tended to enforce the view that 
a universal return to the gold standard 
implied the possibility of a future 
shortage of gold, and justified the 
inference that economy in the use of 
gold in currency was necessary. 
Professor Gustav Cassel of Stock- 
holm, who himself submitted an 
important memorandum to the Com- 
mission, has now published in the 
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latest quarterly “Bulletin of the Skan- 
dinaviska Kreditaktiebolaget ’” an 
article bearing on the matter, which 
has deservedly received wide publicity 
in the financial Press. His general 
line of approach is now well known. 
He starts from the assumption that 7/ 
there is an increasing shortage of gold 
there must necessarily be ‘“‘a con- 
sequent continuous fall in commodity 
prices, which would be disastrous for 
the economy of the world.”” This 
idea of the necessarily disastrous effect 
of falling gold prices is referred to 
several times in his article and always 
in grave terms. If India had adopted 
an old-fashioned gold currency, he 
argues, ““a new demand for gold 
would have been created which would 
have increased the world shortage of 
gold in an alarming degree.” Else- 
where he says that it is necessary 
“to maintain the value of gold at its 
present level, and thus to avoid the 
endless economic depression which 
would be entailed by a steady fall of 
commodity prices for a prolonged 
period.” 

Will there be such a shortage of 
gold? That this is not improbable is 
due to the fact that, if gold production 
is to keep pace with the increasing 
productivity of the world, it must 
increase at compound interest. The 
stock of gold is continually growing, 
and the new output, in the absence 
of concerted arrangements aiming at 
economy in the use of gold, must 
increase at the rate of three per cent. 
of the stock, which must itself be 
growing. It is, of course, unlikely 
that this rate of output can be con- 
tinuously maintained for an indefinite 
time. It is Professor Cassel’s view 
that “‘ with the reserves (of ore) now 
known, we shall scarcely be able to 
cover more than half”’ the amount 
which will be required even in the 
relatively near future. Let the world, 
therefore, take note of the ‘“‘menacing 
shortage of gold.” A series of very 
interesting points is thus raised. To 
begin with, it is to be noted that, 
in spite of the somewhat alarmist 
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language used by Professor Cassel, even 
he admits that the problem is not an 
immediately pressing one. “‘ We are 
still justified in hoping,’ he writes 
towards the end of the article, ‘‘ that 
the United States will succeed in 
maintaining on the whole the price 
level which has subsisted during the 
last few years. With a judicious use 
of gold reserves which hitherto have 
practically been left untouched, it 
should be possible for a fairly long 
time ahead to maintain with perfect 
security a price level, say about 150.”’ 

But this, of course, still leaves the 
ultimate problems unanswered. It 
is, however, to be remarked that 
Professor Cassel has always shown a 
disposition to be terrified almost as 
much by any decline of prices from a 
given point as by inflation itself. Is it, 
after all, quite so clear, as he evidently 
thinks, that a gradual decline in the 
general price level would involve 
“endless economic depression ’’ ? The 
gradual tendency of economic progress 
is surely just this: that it tends to 
make things cheaper. What hurts 
the producer is not falling prices as 
such, but the possibility of some 
prices falling more quickly than others. 
The assumption that a long period 
fall in prices would produce endless 
depression is based on the assumption 
that what is true of the “ short run ”’ 
cyclical movement of prices is also 
true of the long run. But this is 
only so if important elements in pro- 
ducers’ costs show a tendency to fall 
less rapidly than his selling prices, 
and to the extent that the time-lag 
is great. The mere fact that prices 
are falling is a powerful inducement 
to producers to make other prices fall 
in unison. Meanwhile, consumers gain. 

It is, moreover, by no means clear 
that what has been true of the past 
will necessarily be true of the future. 
The world as a whole is much more 
aware of the significance of price 
changes than it was before the war, 
and the machinery of adjustment is 
much more sensitive. When falling 
and rising prices are expected before 


, 


they actually occur, action in antici- 
pation can be taken, and this dimin- 
ishes the effect of price changes when 
in fact they do occur. Producers will 
more and more protect themselves 
against the effects of price changes 
which can be reckoned on by special 
devices, some of which are being 
perfected before oureyes. The general 
extension of the practice of regulating 
wages by indices of prices is the most 
striking of these phenomena. But 
it is equally clear that the spread of 
economic education and information 
will progressively affect both bor- 
rowers and lenders of money on long- 
term contracts, so that some pro- 
tection against what will be regarded 
as “‘ unfair ’’ price alterations will rob 
these of some of their evil effects. 
In other words, the evil which is 
feared is perhaps exaggerated, and the 
improvement of knowledge will affect 
the magnitude of the evil effects. 
In the immediate future, the problem 
is still that of recovering from the evils 
of too high prices, and until currency 
reorganization is complete we may 
well leave the future to look after itself. 


The Well-being of the City 


HE inherent, inbred good 

I sense of the House of Commons 
was excellently shown in its 
emphatic rejection of what is known 
as the City Churches Measure. All 
who care for the well-being of the 
City of London must be grateful 
to the House of Commons, to the 
Lord Mayor and Corporation, and 
to all the other public bodies who 
preserved the City churches from the 
hands of those who wished to nourish 
some obscure but pious suburbs upon 
the proceeds, of the sale of the old 
churches in the City of London. The 
great public interest in the fight for 
the preservation of the churches was 
mainly due to the magnificent advo- 
cacy of the “Times,” and to the 
considerable efforts of ‘Country Life,” 
the ‘Architects’ Journal,” the “Ar- 
chitect,” and “English Life.” The 
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part performed by the “Times” 
caused most offence to the principal 
promoter of the Measure, who con- 
demned it for its “positive mis- 
statements,” ‘“ misrepresentation,” 
“base tricks,” and for the lost sense 
of honour of its writers. This charit- 
able rebuke was appropriately de- 
livered by the scion of a family 
brilliantly experienced in mis- 
appropriating the munificence of 
great church builders. 

May the old churches in the City 
of London, a third of which have 
already been destroyed since Sir 
Christopher Wren’s day, long con- 
tinue to be a valuable asset to all 
who work there. Every year the 
number of seventeenth- and eight- 
eenth-century buildings within the 
City becomes less. In a few years’ 
time, beyond the churches, there will 
be none left. Apart, therefore, from 
the religious aspect of the question, 
the disappearance of the remainder 
of the City churches, or even of a 
large number of them, would mean 
the severance of the chief visible links 
the City has with its past. This 
would be much regretted on historical 
grounds, and fcr other important 
reasons. In an area strictly devoted 
to business it is good to have these 
quiet, restful structures as a reminder 
of other aspects of life. These build- 
ings by what they stand for, and their 
dedication to higher aims, by the 
dignity of their architecture, by their 
historical significance and _ interest, 
still serve the City in a way it values. 
By their disappearance the City 
would be very definitely a poorer 
place in which to work. 


Mr. Leverton Harris 
O: November 14 died the Right 


Hon. Frederick Leverton Harris 
at the age of sixty-one. By 
his death England loses a son who 
has always rendered the highest ser- 
vice to his country when it was in his 
power; or when it was not, had, as 
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a private gentleman, set a _ noble 
example of fortitude, fidelity, and 
achievement. Few men ever suffered 
more unjustly from the attacks of 
megalomaniac Press magnates. Fewer 
still have sacrificed a considerable 
politica! career lest the public service 
should suffer from his misfortunes. 

Mr. Harris had always been a 
collector of fine furniture, china, and 
pictures, and after his retirement from 
public life he began to paint. As a 
painter he fulfilled the rule of Sir 
Joshua Reynolds: ‘We must not 
content ourselves with merely admir- 
ing and relishing; we must enter into 
the principles on which the work is 
wrought; these do not swim on the 
superficies, and consequently are not 
open to superficial observers. Art 
in its perfection is not ostentatious; 
it lies hid and works its effect, itself 
unseen. It is the proper study and 
labour of an artist to uncover and 
find out the latent cause of con- 
spicuous beauties, and from thence 
form principles for his own conduct.” 

During last April fifty of Mr. 
Harris’s pictures were exhibited at 
the Goupil Gallery, and were praised 
by eminent art critics, who found 
it difficult to believe that work 
of such quality could be done by an 
amateur who only began to paint 
after he had passed his fiftieth year. 
With the exception of Mr. Winston 
Churchill, Mr. Harris was probably the 
only politician who ever succeeded 
in mastering the technique _ of 
painting. 

By the death of Mr. Leverton Harris 
the National Discount Company loses 
the services of a most capable and 
experienced director. All who are 
engaged in the business of banking 
must deplore the loss of this distin- 
guished man, whose life added lustre 
to the long roll of English bankers 
who in peace and in war have faith- 
fully served their country. 


We regret to announce the death of 
Sir James Howard Warrack, K.B.E., 
a director of the Bank of Scotland. 
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German Currency: Its Collapse 
and Recovery, 1920—26' 


By Viscount D’Abernon, G.C.B., G.C.M.G. 


1mbassador at Berlin, 1920-26, formerly Governor of the Imperial Ottoman Bank 


I.—DECLINE OF THE MARK, 1920-23. 
Tt phase of financial bankruptcy which Germany lived 
through in 1920-23 had two features of special interest. 

In the first place, the crisis was unprecedented in severity 
among modern industrial States; in the second, the development of 
the crisis was true to standard type. Result followed cause in the 
financial world, in accordance with what should have been theoretical 
expectation. Nothing occurred which could not be explained by 
known law, or which could not have been anticipated from a know- 
ledge of what had previously occurred elsewhere. The case was, 
however, at once normal and abnormal; normal in its truth to type, 
abnormal in its violence and magnitude. 

It may, therefore, be said to belong to those examples which are 
at once suitable for a textbook, and to those tales of wonder and 
adventure which owe their interest to the extravagance of the facts 
recounted. 

The development of events will be made more clear if the essential 
fact is grasped that the period from 1920 to 1926, with which I propose 
to deal, is divided into two clearly distinguished periods. The years 
of decline were 1920-23, the years of recovery 1923-26. The climax 
was reached in the autumn of 1923, when German exchange had fallen 
to one-billionth (i.e. a million-millionth) of its original value, and the 
old German mark was no longer accepted in payment by the popula- 
tion, when grave political trouble and rapid process of dismemberment 
threatened the Reich. The progress of recovery since that date has 
been remarkable ; to-day currency is firmly established—the budget is 
in equilibrium. While the financial world is not yet prosperous, it is 


working on normal lines towards prosperity. 


Causes of the Mark Disaster. 
The real causes of the catastrophic fall in the German mark are 
easy to find. The disaster arose essentially from two prime causes : 
(a) Inadequate appreciation of the danger involved in an ill- 
regulated issue of bank-notes ; 


* Lord D’Abernon has sent us this important survey of the recent history 
of German Currency which he recently prepared as his Presidential Address to 
the Royal Statistical Society. 

+ Mr. H.C. F. Finlayson, Financial Secretary to the British Embassy, Berlin, 
has given invaluable assistance in the preparation of this paper. 
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(6) Demands for reparation payments, involving forced public 
expenditure without regard to the effect of these payments 
on State finance.* 


(a) Excessive and Unregulated Note-issues. 


Recovery commenced directly unrestrained issues stopped. But 
until the death of Dr. Havenstein and the appointment of Dr. Schecht 
in his place as President of the Reichsbank, accompanied by the 
nomination of Dr. Luther as Minister of Finance, there was no effective 
financial check, nor the indication among responsible officials of any 
correct diagnosis of the position of any will-power capable of dealing 
with the crisis. Dr. Havenstein, then President of the Reichsbank, 
speaking before the Reiclisrat on August 7, 1923 (the £ then stood at 
15 millions of paper marks), said: “‘The Reichsbank to-day issues 
20 thousand milliards of new money daily. The note-issue at present 
amounts to 63 thousand milliards; in a few days, therefore, we shall 
be able to issue in one day two-thirds of the total circulation.’’ This 
declaration elicited no protest and excited no public disapproval. 

The principal feature of Germany in 1923 (the climax year of 
inflation) was that industry enjoyed the illusion of fortune, while living 
in a state whose finance and currency were completely disorganized. 
The ledgers of German industry showed enormous paper-mark profits, 
but in the end it was realized that the paper it had gained was worth- 
less; at the same time an analogous process was followed regarding 
reparations. Immediate payments or immediate profit were demanded 
in money; the basis which could alone make monetary payments or 
profit of permanent value, i.e. a stability in the purchasing power of 
the money, was regarded as unimportant. It is true that the 
Reparation Commission made constant efforts to induce the German 
Government to institute a radical reform of taxation and currency, but 
they were never prepared to give the German Government a long 
enough breathing space to enable them to carry through such a 
programme. In this connection two elements must be taken into 
account :— 


The current views held on currency ; 
2. The credit policy of the Reichsbank. 


1. Current Views on Currency. 


Budgetary deficits and currency instability are to some extent 
cause and effect; the greater the gap in the budget, the greater is the 
necessity of finding means to fill the gap. In Germany of 1923, the 
normal resources of taxation being found insufficient, one administra- 
tion after another was compelled to resort to abnormal (or, indeed, 


* It might appear more logical to invert the above order, on the supposition 
that reparation demands made inflation inevitable. But this would be historically 
false; inflation was resorted to in Germany during the war years, Reparation 
demands were an aggravating, not an initial, cause. 
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illegitimate) resources, i.e. each attempted to meet current necessities 
by the printing-press. 

It should be mentioned in this connection that the extravagance 
of Havenstein’s statement above quoted was realized neither by the 
Government nor by the majority of German financial and industrial 
leaders. Havenstein’s views on currency were shared even by re- 
sponsible ministers of the highest reputation and ability. In accordance 
with the principles of this school of economic thought, the amount of 
internal currency in circulation had little influence on its external 
value. The latter was determined, so they contended, mainly by the 
passivity or activity of the trade balance. 

Under such theoretical advice, what were the German Government 
to do? They acted on the principle that, as there was an admitted 
monetary scarcity, the natural, if not the only, way to cure it was to 
increase the circulation. The results were remarkable, as the following 
table shows :— 


Table of Reichsbank Notes Issued and Equivalent Sterling Values. 


Equivalent 


Reichsbank | sterling 
Date. notes in Rate of exchange of day. value of 
circulation. notes in 


circulation. 


(Milliards of paper marks.) (Marks for £.) (£ millions.) 
Dec. 31, 1919 a 35°7 184'°8 193°2 
Dec. 31, 1920 oN 68°8 258°0 255'5 
Dec. 31, 1921 “i 113°6 771'0 147°3 
Dec. 31, 1922 1,280°1 34,000°0 34°4 
Jan. 31, 1923 1,984°5 227,500°0 8°7 
Feb. 28, 1923 3,512°8 106,750°0 33°0 
Mar. 29, 1923 =i 5,517°9 98 ,500°0 56°0 
May 31, 1923 8,563°7 320,000°0 26°8 
June 30, 1923 aie 17,291°1 710,000°0 24°3 
July 7, 1923 és 20,341'8 800,000°0 25°4 
July 14, 1923 ie 25,491°7 g00,000'0 28°3 
July 23, 1923 ws 31,824°8 1,600,000°0 20°0 
July 31, 1923 3 43,5947 5,000,000°0 8-7 
Aug. 7, 1923 - 62,320°7 1 5,000,000°0 4°1 
Aug. 15, 1923 ais 116,402°5 1 2,400,000°0 8-9 
Aug. 23, 1923 ao 273,905°4 23,000,000°0 II‘9 
Sept. 15, 1923 i 3,183,681°2 410,000,000°0 78 
Oct. 15, 1923 oe 123,349,780°7 18,500,000,000°0 6'8 
Nov. 20, 1923 ov 92,844,720,743'0 | 18,349,000,000,000°0 50 


It would be difficult to find a better example of the inexpediency 
of the dog trying to chase its tail. Copernicus, writing to King 
Sigismund of Poland, said: ‘Money loses in value when it has 
become too much multiplied.’’ The German Government in multiply- 
ing its amount diminished the value of the currency—not only of each 
unit, but of the aggregate total circulation—and it was realized only 
later that the sole way of increasing the total value of the circulating 
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medium was to raise the value of the units by strict limitation of 
output, and by subjecting the issues to clearly specified conditions. 

The pre-war average circulation in Germany was approximately 
equal to £300 millions, whereas from August 1923 until the period of 
stabilization the whole Retchsbank and authorized Government issues 
could have been bought up, on a basis of gold, at a figure in the neigh- 
bourhood of £10 millions. The more notes the Reichsbank issued, the 
less the aggregate exchange value of the notes in circulation became. 
Quality or value in the world market decreased more rapidly than 
quantity could be increased ; and this, although every effort was made 
to stimulate note output.* 

The question, then, arises: How did Germany carry on business 
under such extraordinary conditions ? The answer is twofold :— 


(a) The velocity of circulation of the currency increased enor- 
mously ; 


(6) The currency gap was filled by emergency tokens (Notgeld) 
issued by various public administrations and by private 
persons, and to a certain extent by foreign bank-notes.+ 


Velocity of the circulation of the notes played an important part. 
True, Germany’s population had diminished by some ro millions ; 
territories had been taken away, while business had contracted. On 
the other hand, payment by cheque had ceased to exist, and there was 
the “‘flight from the mark.’”’ Notes were held no longer than could be 
helped; they were turned into goods, or exchanged against foreign 
currencies (Devisen). 


* It is of interest to observe that there has been a similar development in 
France, as the following figures indicate : 


Value converted at 
Notes in circulation. | average rates of 
exchange. 


(Milliards of (Milliards of 
paper francs.) gold francs.) 

Average, 1923 ‘ia fais as 37,152°1 11,679°4 
1924 ia ‘4 aia 39,954'8 10,819'0 

‘i 1925 jes “s i 44,296°3 10,894°2 
January, 1926 cn Tr Pi 50,617°9 9,885°7 
February, 1926 wa = st 50,99I'I 9,698°5 
March, 1926 a “se es 51,491°8 9,551°7 
April, 1926 .. 52,208°2 9,140°7 
May, 1926 52,735°¢ 8,606°4 
June, 1926 .. 53,073°2 8,083°1 
July, 1926 56,021°7 | 7,282'8 





+ Itshould, of course, be observed that the currency gap was filled to a certain 
extent by foreign bank-notes. These, however, were not German issues. Their 
amount cannot be estimated with accuracy. 
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By a law of July 17, 1922, amended on October 26, 1923, permission 
to issue emergency tokens was granted by the Minister of Finance, if a 
real emergency was recognized to exist, e.g. if the Reichsbank was 
unable to satisfy the demands of industry for the payment of wages. 
As a condition of such issues it was stipulated that an asset had to 
be deposited in the Reichskreditgesellschaft (a semi-official Reich’s 
banking institution) in favour of the Minister of Finance: if and when 
the tokens were called in, this deposit was released. But over and 
above these authorized issues, the whole country was inundated with 
unauthorized ‘“ Notgeld,’”’ without any pretence to cover at all, whose 
amount in January 1924 was estimated at 159°6 millions of gold 
marks.* 


2. The Credit Policy of the Reichsbank. 


With the views generally held in Germany regarding currency 
theory, it is not surprising that inflation went on apace. The evil 
was, moreover, aggravated by the remarkable credit policy of the 
central bank of issue. 

According to the terms of the Bank Law of 1875, the Reichsbank 
note-issue was covered up to one-third by gold, and for the other 
two-thirds by discounted bills of not more than three months’ date 
guaranteed by at least two persons of known solvency. Now, it 
should be observed that Treasury bills did not fall under this category 
and could not then be used as backing for the note-issue. At the out- 
break of war, regard being had to the abnormal currency needs, an 
Act was passed, whereby Treasury bills were put on the same footing 
as trade bills of exchange. Henceforward the Reichsbank was enabled 
to hold them against note-issues—the first stage of inflation (the 
“Helfferich” stage) had begun. But it was nothing in comparison 
with the “‘Havenstein”’ stage, as the following table will show : 


* In January 1924 the following emergency instruments of payment 
(authorized and unauthorized ‘‘ Notgeld ’’) were in circulation :— 
Millions of gold marks. 


(1) Instruments expressed in paper marks :— 
(a) Notgeld issued by the railways and secured by a deposit 


of 90 millions of Rentenmarks at the Reichsbank es 560 
(b) Notgeld issued against deposit of security a ie 1"4 
(c) Notgeld issued without cover :— 
(i) Occupied territory .. ‘ita ne as 0 3329 
(ii) Unoccupied territory oie a ie as BO 
—— 159°6 
217'0 


(2) Instruments expressed in gold or having fixed value :— 
(a) Notgeld secured by 6 per cent. Treasury bonds .. oe 110°0 
(b) Notgeld issued by railways and secured by 6 per cent. 


Treasury bonds .. 131°9 


241°9 


Cf. Annex VII of the ‘‘ Report of the First Committee of Experts (Dawes 
Committee).” 
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Trade and Treasury Bills. Table Showing the Bills Portfolio of the 








Reichsbank. 

| Gold | Trade bills of Discounted Notes 

| reserve. exchange. Treasury bills. in circulation. 

| (Millions (Milliards of paper (Milliards of paper (Milliards of paper 

of gold marks.) | marks.) marks.) 

| marks.) 
Dec. 31, 1913 | 1,170 1°5 o°3 2°6 
July 31, 1914 1,253 | a3 o'3 2°9 
Dec. 30,1916 | 2,520 | 07 | 89 81 
Dec. 31, 1918 2,262 | o°%3 a9°2 35°7 
Dec. 31, 1920 1,092 | 3'0 | 57°6 | 68°8 
Dec. 31, 1921 | 995 | ie a 132°2 | 113°6 
Dec. 31,1922 | 1,005 a2°3 | 1,184°5 | 1,280°1 
April 15, 1923 | 1,005 2,587°0 | 5.4410 | 5,838°0 
June 30, 1923 | 717 | 6,914°0 | 18,3380 | 17,291°0 
Sept. 15, 1923 490 703,029°0 | 3,808,433°0 | 3,183,081°0 
Oct. 15, 1923 | 444 | 29,541,600°0 167,779,600°0 | 123,349,786°7 
Nov. 15, 1923 | 497 | 39,529,577,000°0 | 189,801,468,000°0 2,844,721,000°0 





No effective measures were taken by the Reichsbank to put an 
end to such excessive credit issues. As an illustration of the state of 
men’s minds at the time, it would not be out of place to refer to the 
decision taken by the Central Committee of the bank on August 2, 
1923. Havenstein stated that it was not the duty of a central bank 
of issue to make the rate of interest, but to follow the market rate. 
He consequently proposed to raise the bank rate from 18 per cent. to 
30 per cent. Now, it is regrettable that Havenstein did not draw the 
proper conclusion from his premise, for the current market rates being 
3-4 per cent. per week, the bank rate should have been raised to 
nearer 200 per cent. But the interesting point is, that the members 
of the committee did not support the President’s motion, not because 
the rate proposed was not high enough, but because they were opposed 
to any increase in the bank rate at all. It may safely be asserted that 
throughout 1921, 1922, and the first half of 1923 a majority of the 
banking world were either in favour of increased note-issues or regarded 
such issues as inevitable. They were frankly hostile to any departure 
from the Havenstein policy. It is interesting to note that the capitalist 
class, which finally lost all its invested savings through inflation, was 
at no time hostile to the steps which led to this loss. Temporary gain, 
or the illusion of it, obscured the inevitable final disaster. 

(b) Reparation Payments and Enforced Expenditure. 

We now pass to the second great cause of the mark disaster, viz., 
enforced State expenditure. On the budget side the main troubles were: 

(a) From 1920 onwards Germany was called upon to make repara- 
tion payments, without regard being had to the question whether such 
payments could be obtained either from existing or possible tax 
revenues or from loan operations of the State, which would divert 
to its uses the real, not fictitious, savings of the people. 

(b) During 1923, the year of supreme disaster, Germany, through 
political circumstances not within her own control, made public 
expenditure on a colossal scale in the Ruhr. 
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Dealing first with the early years, the initial inactivity of the 
Reparation Commission between January 10, 1920, and April 30, 1921, 
was reflected in the relative calm of the mark exchange during that 
period. It is, of course, true that the general tendency of the exchange 
market was weak, but it was not disastrously so. Indeed, we can say 
that the year 1920 and the first quarter of 1921 were periods of com- 
parative ‘‘stability,’’ as the following average monthly rates will show:— 


1920. Marks to £. 1920. Marks to f. 
January ve . October - .. 236 
February a i. 2 November .. .. 265 
March .. ‘a .- 305 | December .. o- 254 
April .. - is 225 
May o- eo -- %I79 1g2I. 
june .. ic .. 54 January i oo 262 
pay - i. ae February ag — 
August I7I March .. 3 o«, emg 


September 203 | April .. on -- 249 


Article 233 of the Treaty of Versailles provided that the 
findings of the Reparation Commission in regard to the amount of 
damages inflicted by Germany in the war had to be concluded and 
notified to the German Government on or before May I, 1921. The 
Reparation Commission fixed the sum at 132 thousand millions of 
gold marks (£6,600 millions). An interallied conference met in London 
in May 1921, and determined the schedule of payments that the 
German Government had to meet. An important provision of the 
so-called ‘‘London Ultimatum”’ laid down that Germany must pay a 
sum in cash of one thousand millions of gold marks (£50 millions) 
before the end of August 1921. That payment was duly met, but the 
German Government had to borrow about two-thirds from the firm 
of Mendelsohn and Company, repayable before the end of the year. 
This operation is likewise reflected in the exchange rates. The 
monthly averages of the second half of 1921 were :— 
Marks to f. Marks to £. 

247 | September .. o. 390 


May 

June na 261 | October he -. 582 
July .. ‘a .. 278 | November .. -. 1,041 
August we .- 307 | December .. -» 794 


The year 1922 was fated to lead to disaster. The Committee of 
Guarantees, set up under the authority of the London Conference, 
instituted a system of ten-day cash payments, each of 31 millions of 
gold marks (£1,550,000). This system was continued under the 
decisions of the Cannes Conference (January 1922) until it became 
impossible to find the money. By the middle of May the German 
Government had asked for a moratorium. After a deal of fruitless 
discussion, it was finally decided in August 1922 that Germany should 
make out four Reich’s Treasury bills to the order of the Belgian 
Government, which were afterwards paid out of the gold reserves 
of the Reichsbank. The average monthly rates of exchange for 1922 


were :— 
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Marks to £. Marks to f. 
January... .. 811 July vs _ ae 
February .. -» 907 August “a .. 5,074 
March ii .. 1,245 September .. «« 6,502 
April .. ‘ ~~ 2 October... -» 14,145 
May .. a -. 1,294 November .. .. 32,146 
June .. i re December .. .. 34,858 


It should be observed that throughout these early reparation 
years the Reparation Commission did constantly draw the attention 
of the German Government to the necessity of covering their 
budgetary deficits, but the German Government were either unwilling 
or unable to give effect to reforms on the necessary scale. The 
Reparation Commission obviously could not accept inflation as a 
reason for renouncing reparations but, on the other hand, the Allied 
Governments were not prepared to give a sufficiently large induce- 
ment to the German Government to renounce its policy. It needed 
a complete collapse, such as took place later, to bring both parties to 
a realization of the economic necessity of postponing reparations to 
an effective stabilization of the currency. The fact that reparations 
were being paid, not out of tax surpluses, but by unrestrained printing 
of notes—a process inevitably destructive of the financial capacity 
of the debtor—was therefore partially responsible for the mark disaster, 
but a larger responsibility must undoubtedly be attributed to the 
weakness of the German Government’s financial. system and its 
tolerance of the wild currency policy of the Reichsbank. 

During 1923 the Ruhr territory was occupied by Franco-Belgian 
troops; a foreign administration seized the Customs and levied other 
imposts. Not only was a valuable economic area separated admini- 
stratively from Germany, but important revenues were destroyed or 
diverted to foreign treasuries—destruction occurring to a larger extent 
than diversion. At the same time the Reich—to support passive 
resistance—elected to make colossal payments in aid of its citizens in 
the Ruhr, with disastrous effect on the budget and the mark exchange. 
The average monthly rates for 1923 were :-— 

Marks to £. 
January ; a - G 83,190 
February .. on i Re Re 130,750 
March - os i “ “ 99,526 
April aa us - “a 7 113,584 
May “a “ ea es we 219,821 
June é oe ws i sl 507,567 
July “i “s 7 ss or 1,594,760 
August ai iss eg és bd 21,040,000 
September .. sa ive oF at 449,375,000 
October... i= = = me I12,503,000,000 
November .. ate as oe ..  9,604,000,000,000 
December 18,349,000,000,000 

It would be futile to set out budgetary statements for the two 
fiscal years 1922-23 and 1923-24, as the figures were hopelessly out of 
date, by reason of the ever-rising prices, even on the publication of 
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the official estimates. Throughout the inflation period no real budget- 
ing was done ; the Government lived on borrowing, open credits being 
available at the Reichsbank against Treasury bills. It was an era of 
unrestricted and unlimited floating debt. 

By midsummer 1923 things had come to a desperate pass. Dr. 
Hermes was then Minister of Finance, and on July 7 he set forth the 
following position of the Reich’s finances before the Reichstag : On 
July 7 the external value of the mark had depreciated roughly to a 
twenty-fifth of its value of January 1; from April 1 to the middle of 
June tax receipts totalled 2,447,000 millions of paper marks, but out- 
goings had required 10,330,000 millions of paper marks, i.e. 24 per cent. 
of the liabilities had been covered by taxation while 76 per cent. had 
been borrowed; the floating debt which stood at the end of November 
1922 at 839 milliards of paper marks, had risen by April 1 1923 to 
8 thousand milliards of paper marks, and by the end of June to 10,275 
milliards of paper marks. 

The financial position was roughly this :— 








Percentage 
1923. Payments. covered by 
taxation. 
(Millions of paper marks.) 
March .. 3,800,000 | 21 
Apri .. ai ans ia 2,339,079 22 
May .. os a ca 3,181,357 43 
June . ime re ane 12,407,919 5°3 
July .. nS wi 35,575,483 3°4 


Floating Debt (Discounted Treasury Bills). 
(Millions of 
paper marks.) 
January 11, 1923 (date of Ruhr invasion) a a 1,600°0 
August 31, 1923 I,196,295'0 
I].—TuHE CLIMAX OF THE CRISIS, AUGUST 1923. 

On August 8, Dr. Hermes published his new tax proposals, the 
purpose of which was “‘a frontal attack on the floating debt.”’ He 
hoped that, by a three-sided offensive, he would be able to drain 
off the greater part of this enormous mass of paper marks into the 
exchequer. His scheme was :— 

(a) Increased taxation of income of private persons and com- 
panies ; 

(6) A “‘ Rhine-Ruhr sacrifice,” a sort of super income-tax ; 

(c) The issue of a gold loan. 

It is worthy of notice that the sequence of events and the develop- 
ment of tax reform follow a similar course in all countries. In many 
cases an attack on the floating debt takes precedence of a restriction 
of currency and a rigid curtailment of note-issues. This is rarely 
effective. A Finance Minister, who is constantly embarrassed by the 
threat of a floating debt, tends to think it is the supreme cause of his 
difficulties. As a matter of fact, it is the result of another, but seldom 
recognized, cause, viz. the ever-widening gap between the income 
and the outgoings of the State, resulting from the continuous rise of 
prices caused by constantly increasing issues of bank-notes, 
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Before the Hermes’ scheme could be carried out by their author 
however, the Cuno Government fell and Dr. Stresemann became 
Chancellor, Dr. Hermes being replaced at the Treasury by Dr. Hilfer- 
ding. In his ministerial declaration of August 24, Dr. Hilferding 
admitted that the public finances had completely broken down. He 
could suggest no other method of dealing with the situation than that 
proposed by his predecessor. The foregoing measures, therefore, 
became law. 

The results were disappointing, as can be seen from the following 
table :-— 


1923. 
[Billions of Paper Marks.} 
Septem er. OctoLer. 
(1) Recetpts— 
(1) General taxation oe as = ‘s 1,309°3 87,4779 
(2) Gold loan ‘ aa 1,077'8 51,321°0 
(3) Discounted Treasury bills (floating debt) ne 44,4274 | 6 782 2 wore 





40,814'5 6,920, 868° 9 





(2) Payments— 


(1) General administration re és Bi 33.255°8  4,350,4605°2 
(2) Peace Treaty charges oa ox 988°7 159,921°4 
(3) Deficits on posts and railways S wa " 12,5700 2 2,404, 482°3 


46,814°5 6,920, 868-9 





Now it will be observed from the foregoing statement that : 

(a) The yield from pure taxation (i.e. exclusive of the gold loan) 
in September 1923 represented 2°7 per cent. of the total 
gioco the corresponding figure for October 1923 being 

2 per cent. ; 

(b) The deficits were met almost entirely by the process of note- 
printing (i.e. as a result of discounting Treasury bills at the 
Reichsbank). 

The general financial development can best be seen in the following 
table :— 
Receipts and Payments of the German Government up to the Middle of 
Ne ov ember 1923. 











ie . | Receipts in 
— wae . | Receipts from taxes 
1923. Payments. 3 percentage of 
and fees. payments. 
(Millions of (Millions of Per cent. 
paper marks.) paper marks.) 
Jan., first ten days «s 162,480 49,375 28°5 
Feb. ” .- 484,544 150,509 310 
Mar. re a 848,311 31,289 1°9 
April ee as 777,930 175,000 22°5 
April, second tendays .. 885,328 145,080 16°5 
April, third ten days - 675,821 178,033 26°3 
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Receipts and Payments of the German Government up to the Middle of November, 
192 3 —continued. 





Receipts from taxes Receipts in 





1923. | Payments. and fees. percentage of 
payments. 
(Millions of (Millions of | Per cent. 
paper marks.) | paper marks.) 
May, first ten days - 705,782 600,348 | 85'0 
April, second tendays .. 835,498 570,763 | 61°0 
May, third ten days oa 1,640,077 | 283,558 | 17°2 
June, first ten days ee 1,795,432 226,578 | 12°6 
June, second tendays_.. 2,794,942 280,653 10°0 
June, third ten days re 7,817,545 155,885 | 2'0 
July, first ten days a 5,379,483 | 259,508 | 41 
July, second tendays... 12,399,000 509,400 | 4'1 
July, third ten days ai 17,800,000 460,100 | 2°€ 
Aug., first ten days mr 61,191,000 1,791,000 | 2°9 
Aug., second tendays .. 247,970,000 4,340,000 1°8 
Aug., third ten days a 866,741,000 6,355,000 0°7 
Sept., first ten days ae I,302,812,000 49,905,000 | 38 
Sept.,second tendays .. 5,445,794,000 84,500,000 | 1°5 
Sept., third ten days ra 40,005,854,000 81,848,000 | o'2 
Oct., first ten days _ 43,230,293,800 393,306,434 | o'9 
Oct., second ten days sia 324,117,027,171 2,450,918,405 08 
Oct., third ten days ba 6,553,521,015,250 5,903,178,801 | 0°09 
Nov., first ten days a 57,901,509,000,000 53,449,000,000 | 0°09 
Nov., second ten days os 54,343,869,000,000 | 834,325,000,000 | 1°5 


From the foregoing it is obvious, even to the most casual observer, 
that no effective results could emerge unless and until some form of 
stable currency was set up. There was no hope while the printing- 
press was daily discharging its mass of paper. To appreciate the extent 
of the catastrophe let us again look at the outstanding figures :— 

Stage 1. January 11 to April 18, 1923.—During this period the 
Reichsbank issues increased threefold (roughly from 2,000 to 6,000 
milliards), while the rate of exchange on London dropped from 48,500 
to 115,000 marks to the / 

Stage 2. May to end of September.—The note-issues rose from 6,000 
milliards to anproximately 30,000,000 milliards, or five-thousandfold, 
while the mark exchange fe oT from 115,000 to 1,000,000 to the f, i.e. 
roughly to a thousandth of its value. 

Stage 3. The final catastrophe-—On November 15 the note circula- 
tion had risen to 92,844,720,743,030 millions of paper marks, or an 
increase over the week previous of 73,691,633,274,123 millions; on 
November 20 the £ was quoted at 18,349,000 millions of paper marks.* 
The end had come—the mark had lost all meaning ; it was no longer 
a medium of exchange.t The people refused the currency in exchange 
for goods and finally refused to open their shops. 


(To be concluded.) 


* This corresponded to the depreciation of sterling on New York at the 
time. 

t It should perhaps be mentioned that Germany was at this time on the 
verge of serious internal disturbance. The mainspring of the discontent was 
the purchasing value of workmen’s wages. The average pre-war wage was 
round about 36 gold marks per week. In October, 1923, the purchasing power 
of their wages fell to 18-9 per cent. of the normal, or about 6-8 marks (i.e. 6s. 
to 8s. per week). 

LL 
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The Public Administration 
of Norwegian Banks 


By Sir Karl Knudsen, K.B.E. 


Director of Hambros Bank 


O March 24, 1923, Norway adopted an emergency 





law authorizing the “public administration of 

banks.” It was described as supplementary to 
the existing legislation on bankruptcy and “ akkord ” 
(arrangement for composition with creditors). The main 
features of the emergency law are :— 


1. The management of a bank can request the Ministry of 
Finance to place it under public administration for a period 
of one year and the Ministry is given power to do so after 
consultation with the Bank of Norway and the Bank 
Inspectorate. The Ministry must be satisfied that such 
action is not only in the public interest but also to the 
advantage of the creditors. The period of administration 
can be prolonged year by year. 


2. The Bank of Norway is to appoint the board of management 
as well as a committee of control. 


3. During such administration no proceedings in bankruptcy 
can be taken and unsecured creditors are precluded from 
taking action. The bank’s business is continued to the 
extent considered advisable by the board of management, 
due regard being paid to the interests of the creditors. 

4. Claims against the bank arising from transactions during 
the period of public administration have priority over 
those of old creditors in all the assets if the bank must 
ultimately be liquidated, or even if bankruptcy or an 
arrangement with creditors should result eighteen months 
after termination of the period under public adminis- 
tration. The amounts due to old creditors thereby become 
a kind of share capital as far as new creditors are 
concerned. 


5. The board of management is under no obligation to pay 
anything to old creditors during the period of adminis- 
tration, but is given the right of making payments on 
account provided the business or personal needs of the 
creditors render it urgent, but such payments shall not 
exceed such dividend as can be expected with certainty 
in case of liquidation. Old creditors are credited with 
interest on savings-bank terms. 
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6. The board has power to formulate reconstruction schemes 
even though they involve the writing down or total 
elimination of the old share capital or even the surrender 
of part of the claims of old creditors. The only right left 
to old creditors is the election of a council with which the 
board may consult, and this council has access to the 
reports which the board sends periodically to the Ministry 
of Finance. Should a scheme of reorganization involve 
the surrender by the creditors of up to a maximum of 
50 per cent. of their claims, then the scheme requires the 
approval of creditors representing two-thirds of the 
amounts due. If the scheme demands surrender of more 
than 50 per cent. then a three-fourths majority is required. 


The law thus makes such inroads upon the universally 
recognized rights of creditors that only an emergency of 
the most serious kind could have justified its adoption. 
The law itself illustrated the dangers which existed and 
the Government could not have run the risk of exposure 
without the most urgent reasons. It is the purpose of 
this article to trace the origin of the emergency and to 
answer the question as to whether it has been justified. 
It requires an intimate knowledge of the Norwegian 
banking system and experience of the effect of war 
inflation in that country to judge justly. There is 
probably no country in Europe with such a decentralized 
economic system. Each valley and each of the numerous 
small towns along the coast are independent units. A 
population of less than 2,750,000 people is spread over an 
area larger than that of Great Britain and Ireland. A 
voyage from Oslo to the northernmost town is as long as 
one from Dover round Great Britain and back again to 
Dover. Commerce is served by an unusually large 
number of joint-stock banks, working independently. 
At the end of 1913 they numbered 116, with a total of 
capital and reserves of Kr.126,000,000. Many were 
very small, which is best shown by the fact that forty- 
three of them represented Kr.109,000,000. At the end 
of the boom year of 1920 there were 192 banks with a 
total capital and funds approaching Kr.1,000,000,000. 
Out of this number however, 118 banks represented 
Kr.g28,000,000. These banks were operating in a 
country suffering from a lack of capital, and such capital 
as was available was used to the utmost. From a British 
standpoint the loan policy would appear hazardous. 
At the end of 1913 the total of loans, discounts, etc., 
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amounted to Kr.642,000,000, while deposits amounted 
to Kr.592,000,000. The system had worked exceedingly 
well, and bank shares were looked upon as the safest of 
investments. Unsecured loans granted on the bank 
manager’s intimate knowledge of local conditions and the 
personal qualifications of the borrowers were common. 
Many loans were extended to shipping, and it was very 
seldom that losses were suffered on such transactions. 
But the system which had worked very well in normal 
times was bound to expose its weaknesses during the 
period of war deflation. By the end of 1920 while the 
capital and funds of the private banks were less than 
Kr.1,000,000,000 and deposits and sundry creditors 
amounted to Kr.3,540,000,000, the total amount of 
loans and discounts was about Kr.4,000,000,000. Then 
followed the fall in values which, though inevitable, was 
unexpectedly severe. The business of the country is 
centred on shipping, fisheries, timber, woodpulp, and 
paper, to an extent unknown anywhere else. Norway 
had, per head of population, almost three times as much 
shipping as Great Britain, and during the war the value 
of that tonnage increased tenfold. The export prices 
of fish, pulp, paper, etc., rose to seven times pre-war 
figures. The forest owners received per cubic metre 
of wood delivered to the pulp mills five times pre-war 
prices. When the slump set in freights dropped rapidly 
to one-tenth of those current during the war, and 
pulp and paper mills, which had paid five times pre- 
war prices for their raw materials on the strength of 
sales of their products at prices seven times those 
current before the war, were suddenly faced with 
wholesale cancellation by foreign purchasers. France 
had bought considerable quantities and cancelled out- 
right. I am told that British purchasers were among 
the few who endeavoured to some extent to fulfil their 
obligations, but even they were forced to cancel many 
orders. In the same way Norwegian shipowners were 
unable to fulfil their contracts for new steamers placed 
in Great Britain. Now it must be borne in mind that it 
has been the custom in Norway to work with com- 
paratively small share capitals and to be dependent on 
the banks, not only for credit on goods manufactured and 
in the course of manufacture, but also for part of their 
real capital. Nevertheless it looked for a time as though 
the banks were standing up to the strain. During a little 
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over two years loans and discounts had been brought 
down by over Kr.1,000,000,000. The first warning came 
in June, 1921, when two banks at Tonsberg were amal- 
gamated. They had to announce the loss of 
Kr.17,000,000, wiping out all their share capital and 
funds except Kr.2,000,000. Fresh capital of Kr.7,000,000 
was forthcoming, and it was thought that the situation 
had been saved. In March, 1922, Stavanger Privat- 
bank announced that it had to write off heavy losses. 
One of the most highly respected men of that town, who 
knew the district better than anyone, vouched for the 
fact that all creditors were fully protected. Meanwhile 
some small banks began to succumb to the strain. Four, 
representing total capital of about Kr.2,500,000, went 
into compulsory liquidation. Thirteen others went into 
voluntary liquidation. Then in the spring of 1923 the 
reconstructed Ténsberg bank and the Stavanger bank 
again got into difficulties. 

It was at this point that the Bank of Norway took the 
initiative which led to the adoption of the “‘ law of public 
administration.”” Having all the threads in its hands, 
it was in the best position to gauge the situation, and it 
concluded that there was imminent danger to the whole 
banking system on which depended the transactions of 
the daily business of the country. The Stavanger and 
Toénsberg banks immediately made use of the new law. 
Even at that moment it did not attract any serious 
attention abroad, because foreign interests were not very 
much affected. Towards the end of April, 1923, however, 
the two staggering blows were sustained. Two of the largest: 
banks, namely the amalgamated Andresens and Bergens 
Kreditbank and also Centralbanken for Norge, had to seek 
refuge under the law. These blows were all the more severe 
because during 1922 both banks had received additional 
capital from the Norwegian Government, the Bank of 
Norway, and some of the other large private banks; it 
was stated then that a very considerable amount of their 
capital and funds was intact, and that it was only a 
question of temporary help enabling them to support 
factories and shipowners over the crisis. Their inter- 
national position created immediate danger to Norway’s 
credit abroad, and this danger was accentuated by the 
new law. How was it to be met? There is no doubt 
that leading financial circles wanted to give a complete 
guarantee to all foreign creditors of the two banks. No 
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one doubted their solvency, but the decentralized banking 
system rendered such a course dangerous. The con- 
sequences to the State might have been appalling if the 
general anxiety could not be stayed and a demand for a 
general guarantee were to result. Therefore a middle 
way was found. The Government, with the consent of the 
Storting, undertook that the claims of foreign banks in 
the two institutions arising out of the import and export 
trade of the country should be protected and that steps 
would be taken to meet these obligations as rapidly as pos- 
sible. Further, the Government undertook to guarantee 
all new business transactions which these banks should 
enter into during the period of administration. This 
guarantee of itself created a third danger. Fear arose 
that on account of this guarantee deposits would in future 
flow away from the existing free banks and seek the 
protection of the guarantee. To meet this further danger 
the Government issued a statement that all institutions 
of importance to the trade of the country would be given 
such support as they might need provided that an 
examination showed that they were solvent.* At the 
same time assurances were given privately to all con- 
cerned that the banks administered under Government 
guarantee would not be allowed to receive more than a 
limited amount of deposits. 

Has this dangerous experiment justified itself? The 
facts of to-day and the history of the difficult years since 
its introduction must provide the answer. 

In March, 1923, there were about 170 private joint- 
stock banks in operation. Since then thirty-nine banks 
have had to seek shelter under the new law and sixteen 
of these are liquidating. The remaining banks (represen- 
ting about 60 per cent. of the capital of the private 
banks) have retained their independence. 

As might have been expected, the position of nearly all 
banks under administration has become worse with the 
constantly receding values accentuated by the increasing 
value of the krone, and yet two of them have been able to 
resume their freedom after reconstruction which would have 
been impossible but forthe provisions of the emergency law. 
It was hoped at one time that reconstruction schemes 


* The necessity for firm action is proved by the support of 
Kr.25,000,000 to Den Norske Handelsbank given secretly by the 
Government, which is now being impeached because of the alleged 
unconstitutional manner of granting it. 
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would be numerous, but experience has led to the founding 
of new banks alongside the ones under administration. 
Old creditors have in many cases invested part of their 
claims as share capital in the new bank which has fallen 
heir to such goodwill as the old bank preserved. Eleven 
new banks have now been formed. 

By the end of June last the capital and reserve funds 
of the joint-stock banks amounted to about Kr.350,000,000 
as compared with about Kr.125,000,000 before the war, 
and Kr.g50,000,000 at the height of the boom. Thus in 
addition to vast amounts written off out of current profits, 
about Kr.600,000,000 have been written off capital 
account as the contribution of the banks to the policy 
of deflation. 

Loans, discounts, etc., which stood at less than 
Kr.650,000,000 pre-war and at Kr.4,000,000,000 at the 
end of 1920 have come down to less than Kr.1,9g00,000,000. 

Simultaneously with this development the position of 
the Bank of Norway has been growing stronger. The 
note-issue which was 108 millions pre-war and reached 
454 millions in I9I9 is now down to 328 millions, of 
which 45 per cent. is covered by gold. Loans which were 
about eighty millions pre-war and reached 485 millions 
during the crisis of 1923 stood at 278 millions last June. 

The prices of the chief articles of export have fallen 
since 1920 by 75 per cent. and more. Values of large 
steamers which soared to nearly fifty pounds sterling per 
ton immediately after the war, fell to one-eighth of this 
figure; time charter freights fell from 4os. to 45s. for 
large boats to 4s. or less, and the farmers to-day receive 
one-third of the boom price for their timber. The 
wholesale price index, which reached 425 in September, 
1920, stood at 192 in July, 1926. The exchange, which 
reached thirty-one in the autumn of Ig21, and touched 
twenty-three in 1922, hovered about thirty in 1923, and 
was only held with difficulty at 32°30 in 1924, during the 
prolonged strike in the export industries, has improved 
with uncomfortable rapidity, so that at the time of 
writing it is within 4 per cent. of parity (18°16). 

When in 1925 the exchange improved rapidly from 
thirty to twenty-four, there was great alarm, and failures 
of banks and catastrophe in the export industries were 
freely prophesied. Deflation is hard to endure, and 
though the country is by no means free from peril, the 
resiliency of the economic structure has been far greater 
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than was anticipated, so that to-day many who advocated 
the devaluation of the krone are asking for a rapid 
return to par, preferring the sharp but shorter pain to 
a long-drawn agony. 

It is, and always will be, impossible to prove the extent 
to which the administration law has contributed to this 
achievement. But one fact emerges clearly. In 1923 
it became necessary to mobilize the economic strength 
of the country at the exposed points. The banking 
system was the indispensable machinery for such mobili- 
zation. When a state of siege is proclaimed, constitu- 
tional rights are abridged, and only a state of economic 
siege could justify such an interference with the recog- 
nized rights of creditors as the law of public administration 
represented. But in the writer’s opinion it has been 
justified, primarily by arresting panic, so that two-thirds 
of the private banks have preserved their independent 
existence; secondly because the rights of creditors, 
while disregarded in the letter, were preserved in the 
spirit ; and thirdly by the manner in which deflation has 
been borne. Creditors have fared better than they could 
have done, even if a collapse could have been avoided 
without the help of such drastic means. Only in a 
couple of cases has it been suggested that the old creditors 
have suffered by reason of subsequent transactions. 

One feature of the last three years which has given 
great satisfaction in Norway is that these extraordinary 
measures never shook the confidence of the world centres of 
finance. None of them ever doubted that the law 
would be so applied that foreign creditors would be never 
prejudiced but rather benefited. 

In England we are so accustomed to improvisation 
to meet emergencies, that we can condone the glaring 
defects of such legislation, provided it is recognized that 
these measures are altogether temporary. It is realized 
in Norway that banks recently formed are hindered in 
their development by the existence of the “‘ administered ” 
banks, and banking circles are actively endeavouring to 
hasten the rescinding of the act. They propose that it 
shall not be applied after July 1, 1928, and that any 
bank placed under administration or which applies for a 
further extension of its period of administration shall not be 
allowed to accept fresh deposits or transact new business. 
They also advocate that the law shall be abolished not 
later than July 1, 1929. 
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Banking in Scotland’ 
By R. H. Mottram 


produced volume is that of the excessive national- 

ism of Scotland. Nor does it iessen with perusal. 
Here is a country, divided by no trenchant physical 
boundary from our own, one in loyalty and language, 
yet preserving a culture and institutional organization 
as distinct from ours as is that of France. In the par- 
ticular subject of the book the distinction is even more 
marked than would be that between a history of English 
and French banking. This is no unconscious trend. 
It is deliberate. On page 4, Mr. Kerr, who originally 
wrote the first twenty-eight chapters in 1884, and has 
been assisted by the addition of five others in 1917 and 
1926 by Mr. F. H. Allan of the Bank of Scotland, points 
out how fortunate has been Scotland’s avoidance of 
the errors into which England fell, in the matter of 
establishment of her first joint-stock, and incidentally 
her national bank. Nor is this mere crowing of the 
cock o’ the North. Mr. Kerr develops the idea with a 
logic that is worthy of theology, in the ensuing pages, 
pointing out that :— 

Banking in England has been crippled and enfeebled by the 
pernicious monopolies granted to, and the onerous responsibilities 
imposed upon, its first joint-stock bank; while in Scotland the 
banking system has been developed and matured under natural 
and unfettered conditions. Thus, south of the Tweed, banking 
legislation, in a series of make-shift patches, has produced a 
multiplicity of conflicting interests which have to be subjected 
to periodical readjustment, in order to preserve even partial 
satisfaction among the unequally weighted competitors. In the 
history of banking in Scotland, on the other hand, there is com- 
paratively little trace of unequal legislative treatment—all the 
banks competing in most essential points under similar conditions. 
What unfairness actually exists is due entirely to the introduc- 
tion of English ideas, and is limited, for the most part, to the 
department of note-issuing, as regulated by the Act of 1845. 


Take that, you Sassenachs ! 
Well, we may take it. The cardinal vice of English 


ie first impression conveyed by this thick, well- 


*“ History of Banking in Scotland.’””’ By Andrew Wm. Kerr, F.R.S., 
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banking is not yet introspection. It is rather an undue 
complacence at having muddled through in our well- 
known English manner. Besides, Mr. Kerr means it 
all for our good. Speaking of the refusal of the Scottish 
Parliament to renew the exclusive privileges of the Bank 
of Scotland, privileges roughly analogous to those 
enjoyed by the Bank of England, he says :— 

Had a similar course been pursued in England—had the 
exclusive privileges of the Bank of England been withdrawn as 
soon as its probation was over, the roll of English bankers would 
have been much less melancholy a catalogue than it has proved 
to be. . 

One has often wondered at the sombre appearance of 
those imposing frontages of Lombard Street and the 
adjacent alleys. Nowoneknows. They are in mourning. 

However, a paragraph inserted, one supposes, in one 
of the later editions, admits :— 

This condition has, however, been greatly modified during 
recent years by the numerous amalgamations which now con- 
stitute such great corporations as Lloyds Bank, Barclays Bank, 
Parrs Bank and the London City and Midland Bank. 

The condition referred to was apparently the smallness 
of the average private bank in the country town. We 
Southrons may not have noticed it, but so far as thorough 
logic goes, Mr. Kerr is quite right. The field of activity 
of the English private banker was limited and his dangers 
proportionately increased. And there is another thing 
that is in Mr. Kerr’s mind more than in ours, and that is 
the note-issue. In England, this has practically passed 
out of the consciousness of the present generation of the 
banking community. But here we are peculiar, Mr. 
Kerr and his Scots are not. With them are ranged all 
the systems of the Continent, America and the Colonies. 
The last two categories might almost be included with 
Scottish banks, so heavy is the proportion of Scottish 
names on the list of their officials. 

In the main, however, the modern student of banking 
will read these opening pages with a historical rather 
than a practical interest. The smallness of the private 
bank is a curiosity, vaguely remembered. The vexations 
of the currency question of which Mr. Kerr laments, 
seem unimportant in the light of war and post-war 
years. What Mr. Kerr does so well, is to call up before 
the eyes of anyone who knows Edinburgh, the visible 
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northern capital—for to Mr. Kerr, if not to Mr. Allan, 
Scottish banking is Edinburgh banking. In that clear 
and nearly always cold air, in those solid streets of stone, 
of which the oldest seems more planned than the mean- 
derings of an English street, the Bank of Scotland (the 
“Old Bank’’) and the Royal Bank of Scotland (the 
‘““New Bank ’’) were duly instituted by the proper legal 
processes, and housed in suitable buildings. The very 
way in which he speaks of them reminds one of any 
minister’s description of the National Church as The 
Church of Scotland by Law Established, lest one forget. 
Gradually these institutions were joined by a handful of 
private ventures, all of whose offices lay along the “‘ Royal 
Mile’”’ that descends from the Castle Bridge by the 
Canongate to Holyrood. Having survived a visit of the 
French fleet to the mouth of the Forth, and the rebellion 
of 45, when they took refuge in the Castle, and refused to 
be tempted out by the blandishments of Charles Edward, 
in the comparatively palmy days of the Regency, the 
banking offices moved, with much else of the vitality of 
Edinburgh, to that wonderful new town, where to-day, 
in St. Andrew Square and the adjoining magnificent 
streets, most of the head offices are to be found. Here 
we see another radical difference from English banking. 
The private banks of Scotland were few, almost uniformly 
unfortunate, and have completely disappeared, without 
leaving a name or a trace. Of the eight banks that 
remain, five incorporate the words “ of Scotland” in 
their title, and are founded upon something more than 
mere registration as limited companies. This brings out 
an important point apt to be overlooked in our post-war 
epoch. In Scotland, you do not bank with a private 
firm because you know the partners to be gentlemen with 
landed property. That is an English habit. Up north, 
you bank with a corporation because it is well and firmly 
established by law and custom. There is a stern necessity 
behind this. Scotland, to-day so rich and honoured, 
was, even a century and a-half ago, poor and suspect. 
This is revealed by the curiosities of the note-issue. 
With a currency which begins at a penny scots, 
one-third of a farthing, the difficulties of maintaining a 
sufficient circulation had to be met by the issue of notes 
for portions of a pound. Some of these were even paid 
in part, and in kind. What sort of havoc might have 
been wrought by irresponsible individuals with such a 
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system to their hands, is easily imagined. It was there- 
fore a saving grace that Scottish banking was, on the 
whole, large and impersonal in conception. And wonder- 
fully has it served its country. England flourished in 
pre-banking days. Banks were required in England to 
house and facilitate the use of wealth that was already 
there. Banking has made the present prosperity of 
Scotland. It had to create credit for a commerce which 
hardly existed. The author of that well-known rhyme :— 


A Knight of Cales, a shentelman of Wales, 
A Laird of the North Countree ; 

A Yeoman of Kent, with his yearly rent 

Can buy them out, all three. 


would be astonished if he compared the yeoman and the 
laird to-day. And this brings us to the one point in which 
Mr. Kerr’s book, even revised up to date, seems a little 
out of proportion. It is in his treatment of Glasgow. 
It may be that this is merely a survival of the tribal 
spirit, so extraordinary in a well-read, English-speaking 
gentleman, which makes Mr. Kerr head one of his chapters 
“The raid on England,” a heading unimaginable in an 
English history. One can allow for pugnacity in defence 
of a theory, on the other hand it is out of place when it 
distorts history. Edinburgh is very beautiful, very 
ancient, and has kept pace with advancing civilization 
remarkably well. But it is still a city of less than half a 
million people. Glasgow is, with Bombay, Montreal, 
Johannesburg, and Sydney, one of the great commercial 
centres of the world. You would never guess it from 
Mr. Kerr’s pages. True, the three great crashes of 
Scottish banking all occurred on the Clyde. The last 
of them, though, was fifty years ago, and might as well 
have been five hundred for any trace that it has left upon 
the meteoric prosperity of the second largest town in 
Great Britain. The mischief is that Mr. Kerr’s book 
may survive Glasgow, and the student of the future be 
led astray. 

There is little else with which one may quarrel. 
There are thrilling chapters on forgery and illicit coinage, 
on murder and robbery (as applied to banks), a brief but 
necessary glance at the Scottish Institute of Bankers, and 
the position of bank staffs. There are useful appendices 
and a thorough index. A glossary, however, is not 
provided. This is a mistake. No Englishman knows 
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what Leasom, Allenarly, and Horning mean. Let us 
supply the omission. 

Leasom is lawful—leaseable. 

Allenarly —‘“‘ Alone’”’ or “ only’’—to the parties 
aforesaid “ Allenarly.”” Obsolete except in Scotch 
Conveyancing. 

Horning—Summary Execution by Letters of—‘‘ These 
were the first step of the old process under which the 
arrest of a Debtor was competent. By a legal fiction 
no person could be imprisoned for debt. But on the 
application of the Creditor a legal demand, running in 
the Sovereign’s name and passing the Signet, was made 
upon the Debtor to pay within a certain period, and if this 
was disregarded, the Debtor was denounced at the Market 
Cross of the Sheriffdom as a rebel to the King, for having 
disobeyed the royal command to make payment to the 
Creditor. This ceremony was performed after three 
separate blasts of the horn. The instrument which 
embodied the charge to pay, and the form in which 
it was framed, and the command of the Sovereign to 
proceed to denunciation and horning, were called ‘ Letters 
of Horning,’ and on the execution and registration of 
these letters, caption followed, in virtue of which the 
Creditor could proceed to apprehend and incarcerate the 
Debtor.” 

These cumbrous and complicated forms, though by no 
means abolished, were practically superseded by the 
provisions of the “‘ Personal Diligence (Scotland) Act,” 
I and 2 Vict. c. 114, ss. 5 and 6. 

There is an admirable conclusion summarizing : 

the features which have made Scottish banking conspicuous 
among the banking systems of the world. Perhaps the chief of 
these is suitability to the circumstances of the country and the 
genius of the nation. 

And again : 

The nation was extremely poor, with a debased and insuffi- 
cient currency. Even the small amount of capital at first put 
into the banking business was a great boon to the people, but it 
.was the note-issues, founded on the credit of the banks, that 
actually gave the impulse to trade. 

Mr. Kerr certainly has the laugh at us when he 
points out that in 1914, Scotland had its £1 notes in 
circulation. England had to invent and establish hers. 

Mr. Kerr may well be as proud of his book as he is of 


his ‘‘ national ’’ banks. 
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The Organization of the Treasury 
By the Right Hon. William Graham, M.P. 


Chairman of the Public Accounts Committee of the House of Commons, 
formerly Financial Secretary to the Treasury 


million, anxiety regarding further deficit at 

the end of the present financial year, and 
criticism of the static character of national indebtedness 
and the bargains which Great Britain has so far been 
able to complete for the repayment of war obligations, 
it is more important than ever that the public should 
have a simple statement of the general structure of the 
Treasury for the purposes of financial control. 

On paper the Board of Treasury, or the Lords Com- 
missioners of His Majesty’s Treasury, include the First 
Lord, who is Prime Minister of the day, the Second Lord, 
who is Chancellor of the Exchequer, and several junior 
Lords. The Board has three secretaries—the Parlia- 
mentary Secretary, the Financial Secretary, and the 
Permanent Secretary. In the administration of public 
affairs the dual responsibility of the Treasury is well- 
defined: it is the central department of government, 
and it is also the department which is entrusted with 
the control of finance in government. As chief Minister 
of the Crown, the Prime Minister is mainly associated 
with the first part of Treasury duty at the centre; he 
is the Ministerial head of the public services; and his 
principal official is the Permanent Secretary to the 
Treasury. All questions of importance, at home and 
abroad, in their general and in their financial bearing, 
fall to the Prime Minister. The Chancellor of the 
Exchequer is the Minister specially charged with the 
care of national finance, the routine of daily problems 
at the Exchequer, public administration in its financial 
aspects, and consideration and preparation of the Budget. 
Of the other Lords of the Treasury the Parliamentary 
Patronage Secretary is the Chief Whip of the Govern- 
ment; the Financial Secretary is the Ministerial lieu- 
tenant of the Chancellor of the Exchequer, his under- 
study, and as a rule his constant companion in Parlia- 
mentary debate; while the Permanent Secretary to the 
Treasury is the official head of that department, has 
large responsibility in the general work of the Civil 
Service, and in that capacity is the principal adviser to 
the Prime Minister of the day. The other junior Lords 
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are usually Government Whips; although they are on 
the Treasury list they do little more than from time to 
time append their signatures to formal documents. 

Within this general arrangement, which definitely 
connects the Treasury with the great world of politics 
and public administration, the Treasury itself is organized 
in three departments or leading sections. They deal with 
establishments, supply services, and finance. Each has 
a controller and deputy-controller; there are then a 
dozen divisions each in charge of an assistant-secretary. 
The first two are in the Finance Department; the next 
five belong to the Supply Services; and the others refer 
to Establishments. This department deals with the 
infinite variety of regulation of the Civil Service, the 
co-ordination, control, and generally with the organization 
and machinery of the public services, excluding sailors, 
under the charge of the Admiralty, soldiers under the 
War Office, airmen under the Air Ministry, and police 
under the Home Office in England and Wales and under 
the Scottish Office in Scotland; but even in these cases 
the Establishments Department of the Treasury has 
certain duties. The Supply Services Department deals 
with the problems presented by the fighting services, 
with innumerable questions of principle as distinct from 
machinery raised by other public departments in their 
relations with the local authorities and all enterprise 
receiving assistance year by year in Exchequer or other 
grants. To the Finance Department fall the large 
broad issues in fiscal and economic controversy ; it deals 
with debt, loans, currency, banking, international and 
Parliamentary finance, and the presentation of estimates 
and procedure. It is also interested in taxation; but 
for the purposes of income-tax and other imposts there is 
the separate organization of the Board of Inland Revenue 
and for customs and excise that of the Board of Customs 
and Excise. 

Under the organization thus summarized the Per- 
manent Secretary to the Treasury advises the Board in 
a general capacity ; he is responsible to the Board for the 
actions and the efficiency of the Treasury considered as 
a department; but that is apart from his responsibility 
to the Prime Minister as adviser in the more important 
general and personal issues which arise in the course of 
public administration. Subject to the general direction 
of the Permanent Secretary the controllers of the three 
departments, or sections of which the Treasury as a 
department is made up, are responsible for the discharge 
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of the duties allotted to their sections. This arrangement 
facilitates a unity of control and of ultimate respon- 
sibility to the Government through the Permanent 
Secretary ; the direct access to Ministers enjoyed by the 
three controllers ensures the systematic distribution and 
the expeditious handling of the work of the Treasury, 
according as the subject-matter falls specifically to one or 
other of these officers. The aggregate number of divisions 
and the allocation of duty are not rigid ; it is part of the 
advantage of the system that it can be adapted to chang- 
ing conditions with comparative ease. War circumstances, 
for example, have extended beyond all recognition the 
scope of the duties of the Finance Department. 

With an aggregate staff of probably not more than 
two hundred people all told the Treasury works with 
remarkable efficiency. Most of the leading public de- 
partments now have branches devoted to finance and 
accounting ; in education and other services the work of 
such a branch covers strict analysis of expenditure in terms 
of statute. The large outlay of the Ministry of Health, 
covering mainly the social services, is similarly reviewed ; 
the fighting services have finance branches, with consider- 
able co-ordination in the placing of contracts and kindred 
expenditure. In Parliament the Estimates Committee 
undertakes each year a fair proportion of current review, 
within a period of years overtaking the whole field of 
expenditure; the Public Accounts Committee, with the 
assistance of the Comptroller and Auditor-General, each 
year reviews the aggregate expenditure of the preceding 
period. The fact that its examination is post-mortem is 
now of much smaller importance, since the Committee 
deals with policy as well as actual expenditure, and 
exercises its right to examine Ministers and heads 
of departments, now definitely the accounting officers, as 
to practice at the time of examination. Both 
committees are now attended by representatives of the 
Treasury; and, as has already been shown in these 
columns, the annual investigation which is conducted by 
both, but particularly by the Public Accounts Committee, 
may be regarded not merely as rounding off the work of 
the Treasury in the Parliamentary sphere, but as con- 
stituting the only effective review undertaken within the 
walls of Westminster. For its most enthusiastic defender 
does not suggest that the floor of the House is the 
appropriate arena for a mass of necessarily technical 
detail without which the larger problems of income and 
expenditure cannot be accurately ascertained. 
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The ‘ Bankers’” Manifesto 


A Reply to Mr. Snowden 
By Lord Hunsdon 


cating the abolition of European tariffs which 

appeared over the signature of some of our 
bankers, shipowners, and others, and of certain foreigners. 
Unlike Mr. Snowden, I did not regard it as “‘a document 
of momentous importance,’ for the distinguished 
signatories appear to be “crying for the moon.” 

Of course, tariffs are “an impediment to the free 
intercourse of trade,’’ and the same can be said of all 
taxation in varying degree, for all taxation raises prices 
and checks international trade. The main differences 
are that tariffs are meant to interfere with the free 
intercourse of trade, and other methods of taxation are 
not meant to, but do. The other difference is that tariffs 
give to manufacturers the priceless asset of security, 
which enables them to reduce prices, and other methods 
of taxation do not. But to speak of tariffs or protection 
as the greatest weapon for the exploitation of labour, as 
Mr. Snowden does, is to talk in terms of a hundred years 
ago, before labour was organized or had a voice in the 
government of this country. The position now is that 
labour exploits the country, and the one danger of pro- 
tection against which we should all, I think, be on our 
guard is that labour should accept protection and carry 
it beyond the point which is necessary to protect industry 
from unfair competition and to give it security ; and should 
endeavour to raise prices and increase wages without 
regard to the effect on our exports. Therefore I am glad 
to think that Mr. Snowden and some of the Labour Party 
are still Free Traders. 

It is quite true, as the Manifesto points out, that 
“the break-up of great political units’”’ by the peace 
treaties has increased the number of tariff barriers; but 
it is really useless for Mr. Snowden to scold the new States 
and the Dominions for their “unreasoning ambition to 
make themselves independent manufacturing units,’’ or 
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for their “fostering, by artificial aids, manufacturing 
industries.”’ 

I agree that, if the world were one, such action would 
not be economically sound, but the world is not one; 
and it does not seem to me to be “‘an unreasoning am- 
bition”’ for any nation to wish to ensure its supply of 
manufactured goods by making them at home, or to wish 
to find a complement to its scattered agricultural popula- 
tion in the greater intellectual activity of town life. 
Anyhow, that is what they are doing more and more, 
and, as Mr. Snowden admits, “it will be a hard job to 
convince these countries that their best interests can be 
served by international division of labour,” especially 
when we remember that we have been trying to do this 
for the best part of a century, and have signally failed. 

Mr. Snowden is also of opinion that “if these barriers 
to trade cannot be lowered there is little hope of a revival 
of European trade.’”’ I suggest, therefore, that, as we 
cannot lower these barriers by manifestos, we should 
address ourselves to the problem of increasing the 
markets for our goods in the Dominions where there 
still exists an inclination to take them. 

The only nations which desire to see Great Britain 
strong and prosperous are those of which the British 
Empire is composed ; and it is their interest to make her 
so, as Great Britain is their chief source of protection 
against outside interference. For the same reason of self- 
protection, the only great nation whose interest and desire 
it is to see the Dominions prosper is this country. There- 
fore we should endeavour to foster Inter-Imperial trade in 
preference to foreign trade as being not only economically 
more promising and more permanent, but politically 
more strengthening to the whole Empire. 

To that end tariffs are essential because you cannot 
give preferences without them, and unless you give 
preferences you cannot expect to receive them; and 
unless preference is given to Inter-Imperial trade the 
nations of the Empire will be treating one another in the 
same way as their potential enemies, which appears to 
me to be both politically and economically unsound. 

The ideal of international free trade is a chimera, and 
the practical ideal is, that the nations of the British 
Empire, containing, as they do, a quarter of the world’s 
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population, should assist one another for the purposes of 
peace as they do for the purposes of war, and so form a 
trade combination which could hold its own with the 
outside world. 

Instead, therefore, of taking other States to task for 
their “‘unreasoning ambition to become manufacturing 
units” we should, I think, face the position that it 
involves; and that is, that the “‘unreasoning” world now 
has its own workshops and intends, so far as possible, to 
do without the former “workshop of the world.”’ This 
is shown by the great reduction in our foreign exports 
which is far more than one would expect from the loss of 
purchasing power in the world ; for except for Russia and 
China the productive power of other nations, which is 
their purchasing power, has not been greatly diminished. 

On the other hand, our exports to the Dominions 
have steadily increased, and Australia, with its small 
population of 6,000,000, is now our second largest cus- 
tomer. Surely it is only common.sense to foster this 
increasing market to the fullest possible extent, especially 
when we remember that the Dominions are ready to 
take our surplus population, and that an increased popu- 
lation in the Dominions means a great increase in the 
demand for British goods. 

Mr. Snowden makes a bitter attack on the slogan to 
“Buy British Goods,” and describes it as “‘madness” and 
as a “ridiculous campaign to boycott foreign goods,” in 
which goods we “‘take payment for the goods we send the 
foreigners.’’ There, again, Mr. Snowden is arguing in the 
terms of last century when our people were fully employed 
in the “workshop of the world”; but now with our 
heavy unemployment, is it not better, both morally and 
economically, to pay wages for work done rather than to 
give doles for nothing ? 

The Free Trade answer to this question would be that 
unless we buy goods from the foreigner he cannot buy 
goods from us, so that if we reduce our imports by making 
things at home we reduce pro tanto our exports and so 
throw a corresponding number of people out of work; 
and Mr. Snowden puts forward the same argument by 
saying that international trade is the exchange of goods. 
This, of course, is correct in the long run, but the run is 
often very long; for nations continue for years with the 
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balance of trade against them, and from time to time 
redress their excess of imports by the issue of foreign 
loans, which we can take as payment for our excess 
exports. Therefore it is not altogether true to say that 
we cannot sell unless we buy; so that, if we produce at 
home more of the goods which we now import, it does 
not follow that our exports would be diminished; and 
we might reasonably hope that we should suffer less of 
the great moral and material damage than we now do 
from unemployment. 

I fear that Mr. Snowden will not agree with this, as it 
attacks the basis of the Free Trade argument, so I suggest 
that he might counter the “ridiculous campaign” to 
which he refers, by a “League to encourage purchases 
from abroad” with the slogan “‘ Don’t Buy British Goods!” 


A Banker’s Diary 


Mid-October to Mid-November 


AFTER a highly chequered history, Belgian currency has 
at length regained stability on a gold exchange standard. 
; Under Royal Decrees dated October 20 and 
a 25, 1926, the National Bank is required to 

; eal maintain against its notes and other demand 
liabilities a reserve of at least 40 per cent. 

in gold and/or exchange. At least three-quarters of this 
amount must consist of gold. In addition, the Bank is 
required to redeem its notes in gold or gold exchange. 
For the proper equipment of the Bank a Government 
stabilization loan of $100 millions was issued, half in the 
United States, £7} millions in London, and the remainder 
in Holland, Sweden, and Switzerland. In all cases the 
loan, which bears interest at 7 per cent. and was issued 
at 94, was heavily over-subscribed. The proceeds have 
been handed over to the National Bank in reduction of 
the State debt to the Bank. The parity between Belgian 
currency and sterling is now Fr. 175 to the {, and a new 
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unit, the belga, having a gold content precisely ;'; of 
a £, was introduced for the purpose of foreign trans- 
actions, and was first quoted on the exchange markets 
on October 26. The gold reserve of the Bank has been 
revalued at the new parity, and the State debt to the 
Bank further reduced on that account. In order more 
fully to ensure the stability of Belgian currency, credits 
to the National Bank, amounting in all to $35 millions, 
have been arranged with the Federal Reserve Bank of 
New York and the central banks in Great Britain, France, 
Germany, Holland, Sweden, Austria, Hungary, and 
Japan. According to the first return published by the 
Bank after the issue of the loan, notes in circulation 
amounted on October 28 to Fr. 8,767 millions and current 
account balances to Fr. 1,226 millions. Gold in the vaults 
of the Bank to a total of Fr. 2,796 millions and Fr. 2,406 
millions of gold exchange comprised the legal cash 
reserve, representing 52 per cent. of the aggregate 
demand liabilities. Other domestic and foreign bills to 
an amount of Fr. 2,296 millions were held in the Bank’s 


portfolio. 


A “PLEA for the removal of restrictions upon European 
trade,” signed by leading bankers, including heads of 
central banks, and by prominent indus- 
International trialists in various European countries and 
Manifesto on in the United States, was published in the 
Trade Barriers Press on October 20. The manifesto 
directed attention to existing tariff and 
other barriers to international trade, partly the result of 
new political boundaries and racial animosities. It 
pointed out the artificial character of industries not based 
on natural economic conditions, and expressed the opinion 
that “there can be no recovery in Europe till politicians 
. realize that trade is not war, but a process of 
exchange. . . .”. Reviewing recent steps towards greater 
freedom of trade, the memorandum concluded “that the 
establishment of economic freedom is the best hope of 
restoring the commerce and the credit of the world.” 
The French signatories emphasized in a separate note the 
prime necessity of achieving currency stability in all 
countries still grappling with monetary units of widely 
fluctuating exchange values. 
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THE Secretary of State for India announced in the House 

of Lords on November 18 that, with the agreement of the 

: Government of India, it had been decided to 

Cc Indian q accept the Royal Commission’s recommen- 

— dations for a gold bullion standard and a 

new central bank, subject to further con- 

sideration of details. Legislation to give effect to the 

recommendations would be introduced during the forth- 

coming session of the Indian Legislature. (Ref. September 
and October issues.) 


It will be recalled that the firm of army bankers known 
as Sir C. R. McGrigor, Bart., and Co. failed in October, 
1922, with liabilities of nearly £750,000. 
oe the On October 16 last the payment to creditors 
Palas” of a fourth and final dividend of 8d., making 
in all 7s. rod. in the £, was announced. In 
addition to the above sum, the War Office soon after the 
failure made a grant of Ios. in the £ to depositors con- 
nected with the army, either as serving or retired officers 
or officers’ widows. Correspondence between the Com- 
mittee of Inspection and the War Office further to the 
subject was published in the Press on November 3. The 
former claimed that on account of lack of supervision or 
inquiry into the affairs of the bank a moral obligation 
lay with the War Office to supplement its original grant 
by a further payment of 2s. 2d. in the £. To this 
suggestion the War Office declined to accede. 


THE banking business carried on in Egypt by Messrs. 
Cox and Co. until early in 1923, when it was transferred 
to Lloyds Bank, Ltd., is now to undergo a 

Egyptian further transfer. It was announced on 
Business of November 4 that the business, conducted 
Lloyds Bank through two branches and eight agencies, 
would be taken over as from December 1 

by the National Bank of Egypt. This institution was 
registered under Egyptian law in 1898 and has branches 
at all the places concerned in the transaction. It will be 
remembered that as from June I, 1925, the business 
carried on at Cairo and Alexandria by the Bank of British 
West Africa, in which Lloyds Bank holds an interest, 
was combined with that of Lloyds Bank, which now 
surrenders direct representation in Egypt. 
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DurinG the month details became available of legislation 
passed with a view to reorganizing the National Bank of 
; Bulgaria along central bank lines. As from 
National January 1, 1927, the Bank will have sole 
Bank of . . . . 
Bulgaria right of note issue in Bulgaria, being re- 
quired to maintain a minimum reserve, in 
gold, redeemable foreign exchange and silver, equivalent 
to 334 per cent. of the notes in circulation, the figure 
subsequently to be raised to 40 per cent. One of the 
Bank’s functions will be to maintain the leva at a fixed 
rate in terms of gold, the precise level not yet having been 
determined. The Bank will be a State institution, and 
will remain banker to the Government. Its long-term 
loan business will be transferred to a new institution, 
and it will henceforth concentrate on the discounting of 
short-term bills. Steps are being taken for the gradual 
liquidation of the Government’s debt to the Bank. This 
reform comprises part of the plan of financial reorganiza- 
tion worked out with the aid of the League of Nations. 
(Ref. October issue.) 


On October 27 representatives of the Trades Union 
Congress conferred with members of the Cabinet as to 
the possibilities of renewing negotiations 

P ate * for a settlement. Two days later confer- 
Dispose ences between representatives of the Con- 
gress and of the Miners’ Federation took 

place, and on November 4 the miners’ delegate conference 
opened the way for the executive further to explore the 
possibilities. The outcome of strenuous three-party 
comings and goings was the issue by the Government on 
November 6 of proposed national principles to be observed 
in all district agreements. The miners’ delegate con- 
ference met on November 10, and the following day 
authorized the executive to continue negotiations with 
the Government. On November 13 it was decided by a 
small majority to refer the Government’s proposals to 
the district associations with a recommendation for 
acceptance. The terms of settlement were published in 
the Press the previous day. Among other things, the 
Government undertook to set up a national arbitral 
authority which might be appealed to in the case of any 
district agreement not embodying prescribed general 
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principles, but involving a working day longer than that 
in force in April last. This body would have power to 
decide any point on which such a district agreement 
diverged from the general principles laid down. On 
November 18 the results of the reference to the districts 
were communicated to the executive and showed a sub- 
stantial majority for the rejection of the terms. Accord- 
ingly, on the following day the delegate conference 
decided by a large majority to recommend all districts 
to open negotiations for local settlements, which, however, 
were not to be finally agreed to until a national conference 
had been held to receive reports of all local proceedings. 
Meanwhile the executive was asked to consider what 
general principles should guide the districts in their 
negotiations. By this time 376,000 men, out of 1,100,000 
normally employed, were at work in the mines. 


THE outstanding issue of the month was that of the 
Belgian Stabilization Loan, which took the form of 
£71 millions of 7 per cent. sterling bonds at 
New Capital 94 (see p. 486). Various British corporation 
Market issues met with a mixed reception. The 
Central Argentine Railway £4 millions in 
6 per cent. cumulative preference shares at par were 
readily taken up, as were several substantial industrial 
issues, including mortgage debentures of an English 
colliery company whose mines were being worked despite 
the dispute. One of the last of the loans guaranteed by 
the Government under the Trade Facilities Acts con- 
sisted of £1,250,000 of Perak River Hydro-Electric Power 
Company 5 per cent. debenture stock, issued at 99}. 
This sum was quickly subscribed. Numerous trust 
companies, among others, made offers to shareholders 
during the month. 


THE Czechoslovakian National Bank on October 26 
Bank Rate reduced its discount rate by } to 5} per 
Changes cent. As from October 27 the Bank of 

Norway reduced its rate from 5 to 4} per cent. 


[The Editor of THE BANKER and the author of these 
notes would welcome suggestions and criticisms designed to 
increase the utility and efficiency of the Diary as a work of 
reference and a summary of current events.] 
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The Recovery of Central Europe 


F in the midst of international misunderstanding 
| and domestic strife men are inclined to sink into 

economic fatalism they would be well advised to 
review six years of recovery in Central Europe. It is 
very impressive inspiration. 

Recall the memorable report which Sir William Goode 
presented on the first day of 1920. More than half of 
Europe, Germany included, was on the brink of revolu- 
tion. Large tracts of territory had been devastated; 
productivity in many spheres was ended. Even where 
countries had been spared destruction fertility had been 
reduced by half. The small supply of cereals was re- 
quired almost entirely for human consumption. Ports 
were congested with war material which was by that 
date useless ; the world’s carrying capacity was decreased ; 
permanent way and bridges had been destroyed; for the 
civilian population there were ample supplies of arms, 
but little food. Great dislocation had attended the sudden 
transition from war to armistice, for no one could call it 
peace. In most of the new States currencies were depre- 
ciated ; barter was regarded as the only practical form of 
commercial interchange. Half of Europe, it was said, 
was unable to help itself, and the capacity of the other 
half to assist had been reduced by war and the indirect 
effects of blockade. 

In this desperate situation Congress in America had, 
in 1919, approved of a vote of a hundred million dollars 
for relief in Europe; five million dollars were contributed 
by the President from his special funds; the British 
contribution at that stage for the same object was {12} 
million. But the need was literally vast. The area 
covered by the missions was approximately 1,200,000 
square miles, with a population of 130,000,000; that area 
did not include Germany, Belgium, Northern France, 
and other important territories. American supplies were 
devoted to the prevention of famine. In large measure 
British relief funds were used to supply raw material, 
as in the £14 million to Poland and the considerable 
grant to Roumania. Visitors in late 1919 and the early 
days of 1920 witnessed the virtual paralysis of national 
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life and industry. Subdivided, many of the new States 
in Europe were incapable of maintaining their economic 
effort. They were unable or unwilling to help their 
neighbours. Recovery depended on the restoration of 
peace. Most of the countries required credits for food. 
All needed credits for the stabilization of currency and 
for the provision of transport rolling stock and repair 
material. No economic solidarity was possible without 
the drastic removal of trade barriers, to permit the free 
exchange among the newer nations of the necessaries 
of existence. In 1926 that battle is still being fought; 
progress has not been so rapid as in other spheres. 

Much importance was attached to the co-operation of 
British, American, and French banking institutions. 
The full participation of the United States appeared to 
be the only possible way of providing credits. Sir William 
Goode rightly argued that to provide food without at the 
same time providing raw materials on which to re-establish 
industry was merely to aggravate the problem of Euro- 
pean disease. Further American loans were not likely 
to be provided as credits for ex-enemy countries if the 
firstfruits were to be taken by creditor countries in the 
form of reparations. But even at that dark hour there 
were gleams of returning sanity. The latest reports 
indicated an increase in coal production throughout 
Europe; at that time it was about 80 per cent. of the last 
pre-war year. The coal-producing countries showed a 
natural tendency to retain the pre-war quantities for 
their own consumption ; that led to shortage of supply in 
the non-coal-producing areas. Austria had great difficulty 
in getting coal from Czechoslovakia, Poland, and Upper 
Silesia. A conference of the Governments of Austria, 
Hungary, Czechoslovakia, Poland, and the Serb-Croat- 
Slovene State was proposed, for the purpose of breaking 
down trade barriers and establishing unhampered 
exchange of necessaries. Vienna in particular showed the 
most violent contrast between pre-war prosperity and 
current insolvency. Such, in summary, was the cruel 
aftermath of war; and the most daring pioneer of recon- 
struction might have been pardoned if he had regarded 
the task as one well beyond human power and endurance. 

But very wonderful things have been achieved. In 
the precise area which is under discussion they are best 
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illustrated by the experience of Hungary and Czecho- 
slovakia; their restoration has influenced Roumania 
and the Serb-Croat-Slovene State, although the present 
position of the latter is not nearly so impressive. Official 
inquiry six years ago showed that Hungary required 
large quantities of foodstuffs; starvation appeared to be 
inevitable in Budapest unless the country could obtain 
the supplies from Yugo-Slavia for which payment had 
been made in full. As in other cases imports of coal, 
cotton, machinery, and locomotives were urgently neces- 
sary. While the reconstruction undertaken under the 
auspices of the League of Nations was technically easier 
than that of Austria the external political difficulties were 
greater. The scheme resembled that applied to Austria. 
Control was instituted in May 1924. When it ended, on 
June 30, 1926, the two financial years to that date showed 
a surplus of 150 million gold crowns. In the first few 
months part of the proceeds of the reconstruction loan 
were used in meeting arrears; since that time no part has 
been required for such a purpose. Over the whole period 
of reconstruction ordinary revenue has considerably 
exceeded ordinary expenditure. With the proceeds of the 
loan intended to meet current deficits large investments 
have been made for increasing the productive capacity 
of the country; currency has been stable in relation to 
sterling or gold; it is now on gold and strongly secured ; 
and a recent return indicated that the cover was 55 per 
cent. as against the 20 per cent. required by statute. 
Leading authorities direct attention to two features of 
Hungarian recovery. The first indicates that the transfer 
system in the Dawes plan for Germany was, in fact, 
invented and included in the scheme for Hungary before 
the Dawes Committee met. The second relates to the 
termination of the Commissioner-General’s control under 
the League of Nations, and the fears that the technical 
requirements of the scheme might be over-ridden by 
political considerations. Hungary has been able to 
stand up to that test. Neither in Austria nor in Hungary 
was any considerable part of the loan raised to meet 
Budget deficits actually used for that purpose. Combined 
international support aided the currency stabilization ; 
and it has often been remarked that the general process 
revealed astonishingly rapid recuperative powers in 
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national resources. This experience was of great value 
to the Dawes Committee. In 1925 the value of the seven 
principal Hungarian products, calculated on the basis 
of pre-war prices, had practically reached the pre-war 
level; the value of industrial output generally surpassed 
that of preceding years, and appeared to be roughly 
go per cent. of the total value of 1913. Deposits in the 
ordinary banks and in savings establishments substan- 
tially increased. No picture is wholly bright. Reference 
must be made to uneconomic expansion during inflation ; 
under the Peace Treaty the territory of Hungary became 
one-third of its pre-war size; conditions were made 
difficult because of the economic isolation of the Succes- 
sion States, and the consequent loss of a considerable 
portion of former markets; and, as might be expected, 
these problems were only revealed in full strength when 
inflation was ended. In the early part of 1925 insolvency 
on a considerable scale caused fresh anxiety; unemploy- 
ment rose in the two years to 1925, but it fell substanti- 
ally in 1926; economic organization is now believed to be 
on a firm foundation. Uninterrupted improvement in 
the Budget position is encouraging. There remains the 
futility of tariff war, to which world bankers and business 
men have redirected attention; Hungary is definitely 
on the way to recovery, but she awaits the conclusion of 
commercial treaties in which it is hoped that high import 
tariffs on many classes of goods will be materially reduced. 

What of Czechoslovakia ? In late 1919 the President 
showed that if raw material were not forthcoming the 
population would have to leave the country. Czecho- 
slovakia in war had lost a third of her productivity ; the 
destruction of cattle had brought a grave shortage of 
milk, and the malnutrition of thousands of children. 
Prior to 1925 new laws addressed themselves with vigour 
to a difficult task; many of the measures resemble those 
which have been described in detail in the case of Hun- 
gary. The year 1925 was beset with difficulties in banking 
and commerce. The recovery of industry and commerce 
had been too slow to give the banks a chance to recoup 
themselves for the losses sustained during and after the 
deflation period. Money was scarce, business dull, the 
weakness of certain banks apparent, and in presence of 
the risk of large-scale failures the Government intervened. 
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Elaborate legislation was designed to save the banks and 
to make banking safe for the future ; perhaps most impor- 
tant were the steps which were designed to enable the 
banks to “tide over after-war effects.” Under the 
arrangement the financial institutions contributed to a 
fund a proportion of their profits, plus a proportion of the 
total of deposits entrusted to them; the State increased 
the fund by payments from the Exchequer amounting 
to 50 million crowns annually. The scheme gave a total 
of 80 million Czech crowns as security for an issue of 
bonds redeemable over a period of forty years; a recon- 
struction fund was controlled by a board of trustees 
nominated by the Ministry of Finance. Czechoslovakia 
has made excellent progress in many respects; it, too, 
however, has everything to gain by the removal of tariff 
barriers; but immediate interest is centred in the effect 
of these laws on general finance and economic restoration. 
It is pleaded that the National Bank has probably been 
deprived of one of its proper functions. Be that as it 
may, Czechoslovakia has definitely taken its place in 
the progress of Central European recovery; certainly 
there appears to be no ground for believing that the 
general scheme which has been adopted is unequal to 
such tests as the future may contain. 

As already indicated, Roumania and the Serb-Croat- 
Slovene State are less impressive ; but the general tenden- 
cies are encouraging. Immediately after the war their 
needs were similar to those of Hungary and Czecho- 
slovakia—foodstuffs, railway rolling stocks, and innumer- 
able other essentials of economic progress. At the end 
of 1919 the commercial secretary at the British Legation 
in Roumania recalled that the total imports of the country 
were valued at £254 million, of which £34 million were 
imported from the United Kingdom. Germany and 
Austria-Hungary held respectively 37 and 22 per cent. 
of that trade; they had the advantage of geographical 
proximity. War brought great changes. The former 
total population of Roumania, 7,500,000, increased to 
17,500,000 of the greater Roumania. Estimates of agri- 
cultural output for the years immediately ahead were 
pessimistic, chiefly because of the transfer of land from 
large proprietors to small peasants, partly on a co- 
operative basis ; further complications were introduced by 
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the unequal distribution of population. The Government 
made every effort to obtain agricultural implements, and to 
distribute repair machinery among the peasantry; but it 
was anticipated that the large redistribution of land 
would revolutionize the working conditions of the country. 
With adjustment of compensation for the destruction of 
many of the oil wells, and other assistance at the hands 
of international environment, Roumania is probably also 
definitely on the path to restoration, if it is conceded that 
many financial and other problems remain to be solved. 

The admirable article on Polish finance contributed to 
a recent issue of THE BANKER by the vice-president of 
the Bank of Poland makes further reference superfluous. 
But it should be mentioned that the latest summary of 
monetary reform policy indicates that according to the pro- 
posals for the year 1927-28 the system of monthly budgets 
will be maintained. Power is given to the Minister of 
Finance to increase the ordinary expenditure forming 
part of the financial and economic plan of State enter- 
prise and monopolies, without increasing the staff; the 
conditions are that such action shall not result in decrease 
of the net revenue or in increase of the deficit of a given 
undertaking or monopoly. The Minister is given power to 
grant short-term loans from cash reserves. Authority has 
been given for financial assistance to agricultural co- 
operative societies by means of loans from Treasury 
cash reserves ; these loans are subject to fixed aggregate 
amount, and the Minister is also empowered to open 
further credits for investment purposes. Resources are 
being mobilized for building schemes, investments in 
mining, foundry and industrial enterprises, especially 
salt mines, for various public works, and for the relief of 
the unemployed. Admittedly Poland has still a long way 
to go in the elementary stages of recovery, but the com- 
prehensive programme which has now been inaugurated 
is justified partly because of the immediate needs of the 
unemployed, and mainly as part of administrative re- 
construction and the revival of economic life. 

With all its contradictory features the record of six 
years in Central Europe is marvellous when the terms of 
Sir William Goode’s memorable report are analysed. 
With generous co-operation remaining obstacles to 
prosperity would rapidly disappear. 
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‘‘ Baring’s,” Bishopsgate Street 
By C. H. Reilly, F.R.I.B.A. 


r | NHE building, or rather conversion to new purposes 
of board-room and waiting-room, of two rooms 
at Messrs. Baring’s premises in Bishopsgate Street 

by Sir Edwin Lutyens, R.A., illustrated here, is an 

occasion for recalling the interesting character these 
private banking establishments give to the premises 
they occupy. Messrs. Baring’s premises were, well into 
the early part of the nineteenth century, a private house 
with a forecourt in the front of it into which the members 
of the firm drove their carriages, or rode their horses on 
arrival at business. Messrs. Rothschild do, or can do, 
the same thing at New Court, St. Swithin’s Lane, but 
their delightful premises are not on a main thoroughfare. 

In the great new Standard Oil building at Battery Point, 

New York, the directors not only drive into the building, 

but into a lift—cars and all are swept up to their private 

rooms on the thirtieth or fortieth floor. It is the remains 
of this front courtyard at Bishopsgate Street which, 
though it has disappeared from the street, still gives 
interest to Messrs. Baring’s premises. The banking 
hall is where it was in the old building, set far back from 
the road and top lit. It is approached from Bishopsgate 
Street by a broad barrel-vaulted entrance hall which 
travels the whole length of the old courtyard and of 
itself gives a certain distinction. You feel as you walk 
down it that you are approaching something more akin 
to a nobleman’s residence than an ordinary bank. This 
vaulted corridor, which is lit from the old courtyard, 
was, I believe, designed by Norman Shaw, who designed 
the front block facing Bishopsgate Street which contains 
the private rooms. Externally the facade to the street 
would not lead one to expect the dignity of this arched 
entrance hall. It is in Norman Shaw’s Queen Anne 
domestic manner, which belonged neither to country nor 
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THE NEW WAITING ROOM AT “ BARING’S” 
Remodelled by Sir Edwin Lutyens, R.A. 


to town, and was an unfortunate compromise between 
the manners due to both. But there is a Roman look 
about the entrance corridor which is very different, and 
well suggesting the dignity of high finance, without for- 
bidding the ordinary mortal to enter. The banking 
hall itself has a comfortable, Early Victorian spaciousness, 
with woodwork of an extraordinarily pleasant colour 
owing to its old varnish—a colour like golden Madeira 
or sherry, certainly of a wine of the period. Mr. Norman 
Shaw’s suite of private rooms, which run down one side 
of the old courtyard and along the Bishopsgate Street 
front, are in the heavier Late Victorian manner he intro- 
duced with wainscoting in big panels and rather heavy 
mouldings, but dignified and comfortable, if lacking a 
little in the quietness and restraint of the Early Georgian 
work on which it is founded. 

At the back of the banking hall to the left there are 
modern staircases in oak and some oak dadoed modern 
offices by Mr. Campbell Jones, which have the modern 
efficient air difficult to mistake. The future historian 
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THE WREN-LIKE FIREPLACE IN THE BOARD-ROOM 


Designed by Sir Edwin Lutyens, R.A. 


will have no trouble in dating them and will probably 
draw moral lessons from them as to the superior business 
methods in use at the end of the first quarter of the 
twentieth century. 

On the right of the banking hall is the new waiting- 
room by Sir Edwin Lutyens, and on the first floor the 
new board-room. Both these rooms, as will be seen from 
the illustrations, have the definite stamp of their author’s 
work, and both seem to suggest the right compromise 
between private rooms for business purposes and private 
rooms for domestic purposes. Beyond a well-modelled 
dado of a good height, or rather lowness, to give scale 
to the room, and Wren-like fireplace with a fine bolection 
mould in marble, there is not much in the waiting-room 
to delay us, except that one can contrast mentally this 
room with its pleasing Delft on the mantelshelf and the 
good clock above, with the inhumanities of many a city 
waiting-room, even in the offices of the great, where any 
shaped room with any furniture that is left over from the 
office boys’ quarters is considered good enough. 
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The board-room upstairs, shown in these illustrations, 
is an interesting apartment. Here Sir Edwin, like all 
good architects, has once again succeeded in turning 
difficulties to good account. The difficulties in this case 
were the deep and awkward piers in the sides of the room 
brought about by buried steel stanchions and other 
modern construction to give more floor space below. 
These piers he has brought to formality and order, not by 
clothing them in Corinthian pilasters regardless of pro- 
priety in the use of such difficult things, as one sees so 
often in banks, on the supposition, I suppose, thoroughly 
Roman, that the Corinthian order is the only one equal 
to the task of upholding modern wealth, but in a fine 
arrangement of simple masses clothed in Western hemlock 
pine gently stained to a delightful grey colour, but 
leaving the grain of the wood to tell its tale in its own 
quiet way. The result of this broad panelling, with its 
deep returns forming dignified recesses, is that the room 
has a fine air of quiet strength. Most board-rooms seek 
to obtain a sense of richness by carving in imitation of 
Grinling Gibbons or other ornate work. This room 
suggests the same thing in a far better way, that is to 
say, by the quality of the room itself, as shown in its 
walls. These, it will be noticed, are lined rather than 
panelled, so that the maximum breadth is obtained for 
the effect of the wood. At either end of the room are 
strongly-built glass cases with stout bars which lighten 
the effect of the continuous wood. In these, some bright- 
coloured objects, china or lacquer, or even ledgers bound 
in calf with fine lettering, would look well. At the end 
of the room facing the fireplace and between two of 
these cases is the entrance door, in contrast to the walls, 
fully panelled and moulded. It should be noticed how 
well this door, kept small so as not to overpower the 
room, looks set in its recess of plain wood. The ceiling 
is simply treated with one large sunk central panel free 
from modelled ornament. Altogether it would be difficult 
to find another room of this size which so well fulfils 
Wren’s definition of good architecture, that it should be 
masculine and unaffected, and yet at the same time 
seems so peculiarly suited to its use as a board-room for 
a private bank dealing with serious and important 
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THE NEW BOARD-ROOM AT “ BARING’S” 


The right compromise between a private room for business purposes and a private 
room for domestic purposes. 


Designed by Sir Edwin Lutyens, R.A.% 


matters. Messrs. Baring Brothers are to be congratulated 
on the result of their courage in persuading an artist of 
Sir Edwin’s calibre to carry out this small, but important, 


piece of work for them. 
NN2 
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Bankers and the Law 


0S ie so frequently in everyday practice 





are dealing with the negotiable paper of a limited 

company that it is of the utmost importance to 
watch the decisions of the Courts bearing on the points 
that are peculiar to the corporate “person” presented by 
a limited company. 

Owing to the somewhat leisurely procedure of the 
official law reports, upon which we have had to comment, 
we have to wait until the early days of November for 
the report of a most interesting case tried by Mr. Justice 
Wright as far back as June 10 and 11—the case of Kredit- 
bank Cassel G.M.B.H. v. Schenkers, Limited, reported in 
(1926) 2 K.B. 450. 

The plaintiff bank were holders in due course of seven 
bills of exchange, of which the defendants, Schenkers, 
Ltd., were drawers and endorsers, and which the acceptors, 
C. and W., Ltd., had dishonoured. On suing Schenkers, the 
plaintiffs were met with an affidavit in defence under 
Order IV setting out that the bills purporting to be drawn 
and endorsed by one Sydney Clarke, their branch manager 
at Manchester, were not the bills of the company, in that 
Clarke had no authority ; that the company knew nothing 
of the bills, which were drawn and endorsed by Clarke 
in fraud on the company. Now, it was never contended 
that Clarke had actual authority to do what he did, and 
it was also admitted that the plaintiff bank acted in good 
faith and discounted the bills and became holders in due 
course thereof, that is without any notice of Clarke’s 
irregular conduct or any ground of suspicion that his 
action was not authorized. And the bank relied on the 
recognized rule in Royal British Bank v. Turquand, con- 
firmed and applied in many cases of which Mahony v. 
East Holyford Mining Company, Dey v. Pullinger 
Engineering Company, Biggerstaff v. Rowatt’s Wharf are 
well-known examples. That is to say, the plaintiff said 
that there was implied or apparent authority in Clarke 
on which they relied and were justified in relying, and 
that what was done by Clarke was, within the Articles 
of Association, apparently in order, and, without notice 
to the contrary, a holder taking the bills in good faith 
could rely on the ostensible authority. 

The defendant company’s counsel, however, set up 
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the argument that this rule applied only to directors, 
either de jure or de facto, and could not apply to a mere 
branch manager of the company. Mr. Justice Wright, 
however, held that, on a proper construction of the 
articles, Clarke was within the category of persons who 
might be delegated to draw and endorse on behalf of the 
company aa even though not a director, the rule 
applied. As an illustration and further explanation of 
the working of the rule the case is worthy of consideration. 

Schenkers, Ltd., were general carriers, forwarding 
and shipping agents and w arehousemen incorporated in 
England. Clarke was the manager of their Manchester 
br anch, and as such was expressly authorized by a resolu- 
tion of the directors to draw certain cheques on behalf 
of the company—namely, cheques payable to His Majesty’s 
Customs, and he had for this purpose, with the directors’ 
assent, a rubber stamp with which he could sign such 
cheques on behalf of the company as Manchester manager. 
Any other cheques that had to be drawn other than the 
particular class had to be sent to the London office for 
signature. 

This resolution giving Clarke his limited authority, 
together with the resolution affecting the London manager, 
were pursuant to article 18 of the company: ‘‘ The direc- 
tors shall have power to determine who shall be entitled 
to sign and make, draw, accept and endorse on the 
company’s behalf bills, notes, receipts, acceptances, 
endorsements, cheques, releases, contracts, and docu- 
ments.”’ The bills of exchange in question in the action 
were not of the class covered by the resolution, but were 
drawn upon a company, Clarke and Walker, Ltd., in 
which Clarke was concerned. But, if on the right con- 
struction of article 18 Clarke was a person who might 
lawfully have been empowered to act on behalf of the 
company, why should not a discounter of the bills rely 
on the necessary internal management having duly 
been performed ? As against this, how ever, the defendant 
company, while admitting (as, of course, the y had to do) 
the settled rule, wanted to confine its application solely 
to cases where directors were the delegated persons acting 
for the company. It was urged that in all the cases from 
Royal British Bank v. Turquand down to the present 
the rule has in terms been applied only to directors. That 
is, of course, true ; but the reasoning on which the rule is 


based i is not so restricted. 


















































504 THE BANKER 


By section 77 of the Companies Act, a bill of exchange 
shall be deemed to be drawn or endorsed on behalf of a 
company if it be drawn or endorsed in the name of or by or 
on behalf or on account of the company by “ any person 
acting under its authority.”’ It will be remembered that 
the late Lord Sterndale, when Mr. Justice Pickford, in 
1909 decided (Premier Industrial Bank v. Carlton Manu- 
facturing Co. (1909) 1 K.B. 106) that this meant actual 
and specific authority, but in Dey v. Pullinger Engineering 
Co. (1921) I K.B. 77 a Divisional Court dissented from 
this and distinctly gave to the word “ authority ”’ its 
natural and ordinary meaning as including not only 
actual but also implied or apparent authority. And this 
Court in Dey’s case therefore held that a company was 
liable on a bill drawn by its managing director on behalf 
of the company although he had no actual express 
authority : for under the Articles of Association the 
company had power to give the managing director such 
authority and therefore the holder (in the absence of 
notice to the contrary) was entitled to assume that the 
managing director was duly invested with the authority 
which under the articles he might have had. 

Now looking at article 18 (cited above) of Schenkers, 
Ltd.—was Clarke a person who lawfully might have 
been entrusted with the authority to draw and endorse 
bills generally on behalf of the company? Clearly he 
was, for the article did not limit such persons to directors. 
Its terms were such as to empower the directors to 
authorize a branch manager (and in fact they had done 
so to a limited extent). True the other cases deal in 
terms with directors because the articles in such cases 
referred to delegation to directors. But article 18 in 
Schenkers’ case was wider in its terms, and any person 
who on a fair construction of its terms might be authorized 
could be assumed to have been so authorized by persons 
bona fide taking bills without notice of absence of express 
authority. Mr. Justice Wright stated truly that the rule 
in Turquand’s case is of peculiar importance in the case 
of negotiable instruments. Everyone dealing with a 
limited company is taken in law to be acquainted with 
the terms of the Companies Act and of the memorandum 
and articles which have to be filed. But once it appears 
from the documents that a company has the necessary 
power and that the person purporting to bind the com- 
pany by his signature to the instrument on the company’s 
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behalf falls within the category of persons who under the 
articles might be properly so empowered if the appropriate 
steps by way of internal management have been taken, 
then the company will be bound. On any other basis 
the position of persons dealing with the negotiable paper 
of a limited company would be very difficult and business 
could not go on. 

It was objected on behalf of Schenkers, Ltd. that 
if once the rule applied to other than directors the absurd 
result would be produced that even an office boy or a 
messenger might purport to sign on behalf of the company 
and bind it. The learned judge, however, pointed out 
that this is not the effect of article 18. The branch 
manager fell within the category of persons that could 
reasonably be considered within the category, but the 
mere description of office boys or messengers would take 
the case out of such a category and “ would further carry 
with it notice of irregularity according to business usage.”’ 

In short, with power to draw and endorse bills and 
with an article in the wide terms of article 18 in this 
case a holder is entitled to rely on the apparent authority 
of a branch manager especially when it is found that the 
directors themselves so construed their powers under 
the article by actually giving the manager some limited 
authority to sign instruments on behalf of the company. 

The practical effect of this careful judgment is to 
show that holders of company paper can rely on the 
rule in Turquand’s case whenever the person purporting 
to sign on behalf of the company is within the category 
of persons to whom such duty can lawfully be delegated 
by virtue of the articles of the company, and, of course, 
always provided that they have no notice of any irre- 
gularity or absence of actual authority. Where articles 
restrict such delegation to a managing director, or a 
director or directors, there is abundant authority to the 
effect that one may assume the appropriate internal 
steps giving the authority and rely on the appearance 
being the reality. This latter case, by reason of the 
wider terms of the particular article, include a branch 
manager, or it might be a secretary. 

Two other matters were dealt with by the learned 
judge who, by the way, is one of the most expert of our 
commercial lawyers. One relates to the legal assumption 
that we all know the contents of a company’s articles. 
It is never laid down that we must have actually 
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examined the articles. Often we have not and, save in 
exceptional cases, perhaps, take the risk. Nevertheless, 
we are bound by the knowledge we might have obtained 
by scrutinizing them, and just as often we are hit by 
their proving adverse to our claim, so if they favour the 
claim we get the advantage. 

The other subsidiary point referred to is really of 
considerable importance because Mr. Justice Wright adds 
his authority to the view taken by Mr. Justice Rowlatt 
and the Court of Appeal in the case of Alexander 
Stewart, Ltd. v. Westminster Bank, which we recently 
commented upon, as to the effect of section 25 of the 
Bills of Exchange Act to company’s negotiable instru- 
ments. If signatures for or on behalf of a limited com- 
pany were held to be “signatures by procuration”’ within 
section 25 in every case a holder of a bill or cheque would 
be put to proof of the actual authority given to the 
signer, and the company would only be bound within 
the limits of the actual authority thereby sweeping away 
the rule in Turquand’s case as applied to a company’s 
negotiable instrument. Mr. Justice Wright is evidently 
of opinion that this is not so, and that the ordinary mode 
of a person signing for or on behalf of a company so as to 
render it the company’s own signature according to the 
powers given by the articles does not constitute a 
“signature by procuration”’ within the section. 


Banking in America 


By Our American Correspondent 


Bankers Favour Branch Banking.—By a vote of 413 
to 2608, members of the American Bankers’ Association, 
in session at their annual Convention at Los Angeles, 
went on record favouring a more liberal extension of 
branch banking than had been approved at the Conven- 
tion held at New York three years earlier. While this 
action is important as showing the growing favour with 
which branch banking is re garded by the bankers of the 
United States, it by no means follows that the action 
of the American Bankers’ Association will be approved 
by the Congress, which meets early in December. And 
even the resolutions adopted by the bankers at Los 
Angeles do not contemplate the present general adoption 
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of the branch system in this country. Thev could 
limit branches of National banks and of State banks, 
members of the Federal Reserve system, to those States 
where branches are authorized by State laws, and would 
further confine them to the corporate limits of the town 
or city where the head office has its domicile. This, it 
will be seen, is something quite different from the branch 
banking system as practised in most European countries 
and in other lands. In order to place the National banks 
more nearly on an equality with the State banks as re- 
gards branch privileges, Congress may give its sanction 
to a pending measure—the McFadden Bill—providing 
for branch banking with the limitations indicated above 
—although even this is by no means certain. It can be 
set down as certain, however, that no legislation can be 
expected in the near future looking to the widespread 
extension of branch banking, such as prevails quite 
generally in other countries. For there is determined 
opposition to any plan that would turn over the conduct 
of banking in the United States to a few of the big banks 
located in the larger cities. The vast territorial extent 
of the country, the diversity of interests of different 
sections, united to render any such outcome in the near 
future impracticable. 

While this is true, the tendency toward banking con- 
centration in recent years has been marked, especially 
in the larger cities. This concentration has been effected, 
chiefly, by the purchase of smaller banks by the big 
institutions, the small bank either being swallowed up 
entirely by its more powerful rival, or operated as a 
branch of the latter. In addition to this development, 
branch banking has been growing, notably in the cities 
of Detroit, Cleveland, and New York, and in the entire 
State of California. Furthermore, the resolutions adopted 
by the Convention of the American Bankers’ Association 
at Los Angeles in October foreshadow a stronger tendency 
in the same direction. 

A Banker's Rapid Rise.—An illustration of the rapid 
progress possible to the young banker in this country is 
afforded by the career of Mr. Melvin A. Traylor, recently 
elected President of the American Bankers’ Association, 
an organization composed of some 22,000 banks. Mr. 
Traylor is described as having been successively ‘‘a 
grocery clerk, a hog driv er, a mule herder, and, finally, 
a banker.” Before arriving at this goal, he had some 
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rather rough experiences. He was born in Texas, some 
forty-six years ago, gained banking experience in the 
National Stock Yards Bank at St. Louis and at the Live- 
Stock Exchange National Bank at Chicago. His banking 
affiliations and his early experiences gave him exceptional 
knowledge of the live-stock business—an important 
industry in Chicago and its commercial territory—and 
he was several years ago chosen President of the First 
Trust and Savings Bank of that city, an institution 
closely affiliated with the First National Bank, of which 
he later became the chief executive, and which position 
he holds at the present time. 

Mr. Traylor’s rise to an eminent position in banking 
at an early age, along the route indicated, illustrates a 
phase of American banking more common a quarter of a 
century ago than at the present time. It was the rule 
formerly to select bank officers from various walks of 
life without much regard to their bank training. It 
was commonly supposed that the successful merchant or 
manufacturer must necessarily prove himself equally 
successful as a bank executive. In many cases this 
supposition proved to be correct, but as banking grew in 
importance and became more complicated with the 
development of business, it was realized that it was a 
profession requiring special training on the part of those 
who followed it. Recently the tendency has been more 
and more in the direction of selecting bank executives, 
particularly of the larger banks, from those having this 
special training and experience. The American Institute 
of Banking has been operating successfully for several 
years in giving to the bank clerk a more thorough know- 
ledge of banking principles and practice than it was 
possible to obtain within the limits of his own experience. 
Mr. Traylor has been among the strongest supporters of 
this organization. His rapid progress from the somewhat 
humble occupations mentioned above to the Presidency 
of the American Bankers’ Association and of the First 
National Bank of Chicago indicates the respect in which 
he is held by the banking interests of his city and of the 
country at large. Personally he is deservedly popular. 
As President of the First National Bank of Chicago, Mr. 
Traylor occupies a position long held by the late James B. 
Forgan—one of the leading bankers of the United States 
—who received his early training in a branch of the Royal 


Bank of Scotland. 
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The Business Outlook.—We are nearing the end of the 
year, though it is yet too soon to attempt to make up a 
complete record of the full twelve months of 1920. 
Europeans who have grown somewhat weary of the con- 
tinuous reports of American prosperity may gain some 
consolation from the recent slump in the price of cotton, 
and especially since the spinners on your side will not 
be under the necessity of paying so much for that com- 
modity had the fall in price not taken place. And, if 
we are to believe the reports, it is not alone the cotton 
planter who is in a bad way. Farmers generally are 
suffering—not from crop failures, for crops as a rule have 
been bountiful, and here lies the trouble. It is a part of 
the war’s inheritance. Farm production was stimulated 
by the artificial prices obtained during that era, land 
speculation followed, and the farmers seem incapable 
of getting back to a normal basis. Home consumption 
has been on a large scale, but the diminished buying power 
of Europe has failed to absorb the large surplus of cotton 
and other products of the soil, and hence the over- 
production and the plight of the planter and farmer. 
Their situation may be less serious than the politicians, 
eager to gain their votes by more or less doubtful remedies, 
would have us believe, but, nevertheless, there does exist 
a “‘farm problem” in this country whose solution presents 
many difficulties. 

But while farming is in a bad way, the automobile 
industry continues prosperous. A compilation of the net 
profits of thirteen well-known manufacturers shows an 
increase of 38°19 per cent. for the first six months of 1926 
over those of the first half of 1925. Similarly, the iron 
and steel industries are making more money. Sixteen 
leading concerns increased their net profits by 26°52 per 
cent. for the first six months of 1926 compared with the 
same period in the preceding year. 

As the ability to pay income-tax constitutes a fair 
index of a country’s prosperity, significance attaches to 
the fact that in the fiscal year 1925-6 (ending June 30 
last) collections from this source exceeded those of 1924-5 
by over $200,000,000, this increase having been made 
despite the sharp reduction in the rate of taxation. 

The stock market of late has been irregular, as it has 
in fact, throughout the year. If one accepts the market’s 
trend as a financial and economic barometer, the con- 
clusion follows that the future is not clear. There is, 
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however, very strong banking opinion to the contrary, 
and men eminent in the world of finance and industry 
have lately expressed the view that not only is the present 
year one of almost unexampled prosperity, but they are 
emphatic in proclaiming that this fortunate condition 
will continue throughout 1927. This optimistic view 
has been tempered, in some instances, by a reservation 
regarding events on your side of the Atlantic. 

Thus far, flotations of State and municipal bonds 
have been less by about $50,000,000 than for the cor- 
responding period last year. Foreign offerings continue 
frequent, and are in rather good demand, largely owing 
to their higher yield as compared with domestic issues 

How quickly a new industry leaps into prominence 
in these days is shown by some recent figures giving the 
growth of radio manufacturing. Six years ago the num- 
ber of radio sets in use was only 37,000, while at the 
present time the number is estimated at 5,000,000. In 
1922 the value of sets sold was ropes and of parts 
and accessories $41,500,000, while in 1926 the sales of 
sets represented $225,000,000, of parts $75,000,000, and of 
accessories $230,000,000. 

Automobiles, motion pictures, and radios—all com- 
paratively new industries, and at least two of them 
devoted to entertainment and amusement—now absorb 
a large part of the labour and capital heretofore devoted 
to more practical purposes. The extent to which this 
change is beneficial or otherwise has not as yet been 
clearly established. 

Another quite reliable index of prosperity is found in 
the almost constant improvement in railway earnings 
in recent months. It is expected that, should the present 
satisfactory rate continue, the roads will earn during the 
calendar year more than $1,200,000,000, a figure which 
would approximate a fair return on their tentative 
valuation for the first time since they were released from 
the control which the Federal Government assumed as 
a War measure. 

General prices, although showing some tendency to 
advance recently, have not risen to the extent generally 
looked for in view of the continuance of business activity. 
The policy of the Federal Reserve Banks, and of the 
banks generally, has been rather conservative, while the 
disposition of merchants to buy sparingly has had its 
effect in holding prices down. 
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Money rates have tended higher of late, and this 
tendency is likely to continue, at least during the autumn 
and winter. 

The Cotton Situation.—Both on your side and ours 
the recent sensational decline in the price of raw cotton, 
and the measures proposed or already taken to arrest 
a further fall, are matters of deep concern. The sharp 
reduction in price was caused by the Department of 
Agriculture’s published estimate of a record crop of 
16,627,000 bales for the present year. A break in the 
price of cotton to a point generally conceded to be less 
than the cost of preduction is a very serious matter not 
only to those directly concerned in the production and 
handling of this commodity,-but to the banks of a large 
section of the country w hose operations are related to an 
important extent to the growing and marketing of the crop. 

Various proposals have been made for meeting the 
effects of the decline. In one State—Texas—bankers 
have expressed a willingness to advance the necessary 
credits for temporarily taking 1,000,000 bales off the 
market, while an advance of some $30,000,000 in credits 
by the Federal Farm Loan Board has been authorized 
“for the orderly marketing of the crop.’’ And there are 
suggestions for largely reducing the acreage planted to 
cotton next year. Past experiments in limiting the 
acreage have been unsatisfactory in the long run. A 
reduced acreage in one year may curtail production to such 
an extent as to raise the price so high as to stimulate undue 
planting, and thus the situation merely repeats itself. 

In connection with the present cotton dilemma, it 
may be of interest to point out to European readers that 
there is a growing tendency in the United States to employ 
Government aid in maintaining prices of farm products 
of various kinds. This is not done under the plain policy 
of artificially raising prices, but under more euphonious 
pretexts, such as “stabilizing prices” and “the orderly 
marketing of the crops.’”’ This means, in simpler terms, 
that, so far as credit can be used to keep up prices of 
farm products, it will be employed. Those who are 
clamouring most loudly for the employment of this 
expedient are the farmers of the country, and as they are 
politically powerful their demands cannot be ignored. The 
Federal Reserve Banks, with whose control the Govern- 
ment is directly linked, findsit increasingly difficult to resist 
political pressure on behalf of a more liberal credit policy. 
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BOOK REVIEWS 


Or these three books, the first is of great scientific importance ; 
the second is a good specimen of a popular textbook on difficult 
subjects; the third is of purely practical significance. 

Professor Cannan, in his Introduction to Mr. Hargreaves’s 
book, points out that there is a neglected problem of monetary 
theory which becomes of the greatest practical importance when 
a check is placed on further inflation. It is the problem of what 
is to be done with contracts, some of them quite recently entered 
into, “others a few days, months, years, or centuries before; 
would they all have to be fulfilled in terms of paper or in terms 
of metal?” If, for example, the “nominalist” conception is 
entertained, creditors will continue to be robbed; if contracts 
are “revised” to take account of the altered value of money, 
what contracts should be revised and by how much should the 
nominal debt be increased ? The problem thus raised is, in fact, 
the problem of “valorization,” or Aufwertung, which since 1923 
has become such an acute political issue in Austria and Germany. 

Buried underneath a century of neglect there is a considerable 
body of experience which throws light on these and analogous 
issues. Encouraged by Dr. Cannan, Mr. Hargreaves has inves- 
tigated what happened in the U.S.A. after the collapse of the 
Continental Currency of the Revolutionary Wars, what happened 
in France after the collapse of the Assignats and the Mandats, 
and what happened in Austria after 1811 when the depreciated 
bank-notes were “devaluated’’ and a new paper currency was 
introduced. In all three cases the author has been able to show 
that debts were not simply wiped out by creditors being forced 
to accept accomplished facts, but that to a greater or lesser 
degree debts were valorized. This process involved a choice of 
depreciation scales, of indices of the past value of money, and 
difficult questions of choice as to what debts should be selected 
for valorization purposes. Should debts nominally settled during 
the period of inflation be reopened ? Should debts ceded by the 
creditors to a third party be valorized as at the date of cession 
or as at the date of the original contract being concluded ? In 
this case, who should benefit from the re-valorization ? Should 
the index measure depreciation by the fall in the value of the 
currency in terms of specie alone, or in terms of the foreign 
exchanges, or in terms of goods, or in terms of a combination of 

* «Restoring Currency Standards.”” By E. L. Hargreaves. (P. S. King 
and Son, Ltd., 1926, 6s.) ‘“‘ Foreign Exchange and Foreign Debts.’’ By Hubert C. 
Walter. (Methuen & Co., 1926, 6s.) ‘‘ How Banks Increase their Business.”” By 
C. Prather Knapp. (Rand McNally & Co.) 
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these possible factors ? Should the depreciation scales be national 
or should there be local scales, so that divergencies in the local 
values of money be allowed to affect the amount of the 
revalorization in specific areas ? 

Upon all these issues Mr. Hargreaves throws a flood of light. 
His book is not easy reading, and it has suffered from compression, 
but it is an excursion into an almost unworked field, and is 
worthy of the closest study of all who are interested both in 
currency problems for their own sake and those who desire 
guidance in understanding such practical issues as the equity and 
practicability of the recent German and Austrian experiments. 

Mr. Walter covers a very wide field in his book, which is a 
new and re-written edition of his “Modern Foreign Exchange,”’ 
taking the place of a fourth edition of that work. It covers not 
only the theory and practice of the Foreign Exchanges on the 
now more familiar lines inaugurated by Cassel and Keynes, but 
covers in considerable detail the recent history of the franc, the 
mark, the return to the gold standard, reparations, and the 
question of international debts. On the whole, the book is clear 
and well written, but there are one or two occasions on which 
the author goes astray. 

Mr. Walter, for instance, follows the old plan of regarding the 
balance of indebtedness as a sum, obtained by adding the 
“visible” balance of trade to “invisible” items and such things 
as “interest on capital invested abroad.’’ It is not a sum at all; 
it is an explanation of why the “balance of trade” is what it is. 
If there were no “invisible” imports and exports we should not 
be left with the “ visible balance of trade” in an unaltered form ; 
no one could say what the balance under those circumstances 
would be, but in all probability it would be much less than it is. 

The author also follows current fashion in being very critical 
in regard to the ‘‘return to gold,” but is it not going rather far 
to suggest that “‘a gold standard is a luxury, justified in a certain 
state of prosperity, and rightly postulated as an aim of national 
policy, but not suited to the impoverished conditions of post- 
war Britain in 1925” ? Old-fashioned critics would be inclined 
to say that the gold standard, i.e. an internationally guaranteed 
currency, is one of the causes of prosperity, not one of its effects. 
Apart from this truism, Mr. Walter seems to assume that the net 
sacrifices imposed by a return to stability through a gold standard 
are greater than those imposed by stability in general. But this 
is quite untrue. We have not a gold currency, and any form of 
stabilization involves some reserve; why is the gold standard 
more of a luxury ? If Mr. Walter objects to the particular parity 
chosen, that is another matter, but the habit of throwing eggs 
without knowing whom they are intended to hit is not one that 
should be encouraged. 

Mr. Walter overlooks also the golden rule that stabilization 
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depends on stabilizing, and not on anything else. Phrases like 
“stabilization depends on debt settlements” (p. 213), and “the 
possibility of stabilizing the Belgian franc permanently depended 
on satisfying U.S. and British bankers” (p. 209) merely encourage 
the delusions that a stable rate of exchange depends upon 
(a) ‘‘a favourable balance of trade,”’ or (b) upon the “reserves 
of Central Banks,’’ when it clearly depends upon adequate 
limitation of the local currency in relation to others. The 
German currency was stabilized before the Dawes Plan through 
limitation ; will anyone have the temerity to deny that by follow- 
ing the same rule the French could not stabilize their currency 
any time they liked ? 

We are afraid that Mr. Knapp’s book will not be of much use 
to British bankers. We have not in this country 30,000 com- 
petitive institutions employing all the devices of modern sales- 
manship in endeavouring to “‘sell the banks to the public.”” Our 
banks do not hold flower shows “in the lobby” or “feature”’ 
similar attractions in order to “ prove that your bank is a business 
asset to the whole community,” or indulge in ‘employees’ drives” 
by means of “get together meetings,’ “drive bulletins,’ or 
“closing inducements for use by employees in actual solicitation’ 
in order to get business trom one another. Whilst, therefore, 
Mr. Knapp’s book is a most interesting sidelight on modern 
American banking methods, its peculiar mixture of babbitry and 
business, shrewdness and sentimentality, mark it as mainly 
useful for the aspiring young American “‘ New Business Manager.” 
Englishmen may pick up a useful notion or so by the way, but 
we are not educated up to Mr. Knapp’s standard of banking 
enterprise. 


Banking Appointments 


On November 11, the Directors of the Bank of 
England nominated the Right Hon. Montagu Collet 
Norman for re-election as governor for the coming year, 
and Mr. Cecil Lubbock as deputy-governor. The election 
by the proprietors will take place in April next. 

M. Jaakson, the former head of the State of Estonia, 
has been elected President of the Bank of Estonia in 
succession to M. Uibopuu. 

Mr. Dudley Ward, C.B., a manager of the British 
Overseas Bank, has been elected to a Directorship of 
that bank. 

Mr. A. C. Gladstone has joined the committee of the 


Ottoman Bank in London. 
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Some Reflections on the 
Finances of France—IIl 


(Conclusion) 


By Michael Chosi 
|. us consider first the short-term debt. At the 


present time, it is made up of the ‘‘ Obligations de la 

Défense Nationale,’’ maturing in six to ten years, of 
‘‘Bons du Trésor,’”’ maturing in three, five, and ten years, 
and of a certain amount of “‘ Bons du Crédit Nationale.” 
These bonds were issued without any wholesale plan for 
their amortizing, and the amounts due for repayment piled 
up into enormous totals on the same years. Under the 
influence of the confidence crisis, the bond renewals did 
not take place, or happened only partially, and the State 
was compelled to have recourse to advances from the 
Bank of France in order to find the necessary cash to 
meet the bonds presented for repayment. 

As for the floating debt, it is made up almost exclu- 
sively of the Bons de la Défense Nationale for one, three, 
six months, and one year, and of the advances from the 
Bank of France. On October 31, 1925, out of a floating 
debt of 89,000 million francs, there were 47,000 million of 
“ Bons”’ and 30,000 million of advances. A large part of 
the “ Défense Nationale’’ bonds (according to Professor 
Martin, over one-half) is held by the French banks. 

It is possible at any moment to transform the Défense 
Nationale bonds into bank-notes, by presenting them for 
reimbursement or by discounting them at the Bank of 
France. If the total amount of bonds thus reimbursed 
or discounted exceeds the amount of new subscriptions, 
the State has to cover the difference by having recourse to 
the advances of the Bank of France. The population 
withdraws its capital and savings invested in the bonds 
under the influence of two factors, the higher cost of 
living and the crisis of confidence. Consequently, the 
crisis of confidence, by provoking the demands for re- 
imbursement of the short-term debt and the floating 
debt, leads to inflation. 

M. Herriot, in the speech which he has just made at 
the Congress of the Radical Party in Bordeaux, gave the 
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following figures regarding the reimbursements of the 
short-term debt and floating debt which have taken 
place since the elections of May 1924 to this day :— 

From April 1924 until October 1926, that is to say, 
in thirty months, the cash reimbursements paid by the 
Treasury under the heading of the short-term and floating 
debt reached 22,500 million francs. The Treasury benefited 
by the issue in December 1924 of ten-year Treasury 
bonds for a total amount of 4,912 million, and so had to 
pay out on the whole 17,656 million francs. 

In order to obtain the greater part of this amount, the 
State had to resort to inflation. In fact, the advances 
from the Bank of France to the State, that is to say, 
the issues made for the State’s needs, have risen from 
21,800 million in January to 35,950 million francs in 
December 1925. 

We leave aside the analysis of an important element 
in the financial situation of France, her external debt. 
It is a question which requires a great deal of develop- 
ment, and to which we will return some day in a special 
article. Let us be content to say that, if the agreements 
with Great Britain and the United States are ratified, 
if Germany duly fulfils the charges laid upon her by the 
Dawes plan, and if the transfers of dollars and pounds 
do not bring about the crumbling up of the franc rate, 
the settlement of the inter-allied debts cannot but be 
profitable for the finances of France. 

We must now say a few words of the last and most 
important element of France’s financial position, we 
mean her balance of accounts. 

The strongly-marked deficit in a part of this balance, 
especially of the foreign trade, throughout the years 
1913-24 has played a very material part in the history 
of the French franc. According to the Customs’ figures 
the deficit of France’s external trade for this period 
amounts to 116,000 million francs. The loans borrowed 
by France in foreign countries, and the sale of foreign 
securities in her possession, have not proved sufficient 
to cover this deficit entirely, and the general balance of 
France’s accounts was, as a consequence, deficient for 
this period to the extent of several thousand million 
francs. This deficit was met through the sale of francs 
to foreigners who were turning part of their holdings into 
francs because they believed in the rise of the French 
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currency. The credits thus opened to foreigners are 
called ‘“‘speculative credits.’’ These credits constitute 
the greatest danger for the rate of the franc; under the 
influence of a crisis of confidence, of a desire to exert 
political pressure on France, or of the necessity of defend- 
ing the national currency (the pound sterling, the lira, the 
Belgian franc), the foreigners dump into the market the 
francs which they hold, and cause a sudden fall of the 
franc rate. It is not possible to estimate the impor- 
tance of these “speculative credits,’’ but, according to 
an opinion very generally held in France, they have 
gradually been absorbed by the market, and what remains 
of them is relatively unimportant. 

The present state of the balance of accounts has 
been the object of numerous studies in France. One may 
take it that this balance, if you take the average of the 
last five years, is not deficient. In fixing this balance, 
however, a certain factor, important although invisible, 
is not taken into account—the export of capital, which 
takes place in spite of all the measures taken by the 
Government to make it impossible. Nothing but the 
stabilization of the franc and the renascence of confidence 
can stop the exodus of French capital to foreign countries 
and bring about its return to the mother country. 

To sum up, let us determine the main elements of the 
French financial crisis. By defining them we shall at 
the same time determine the paths along which France 
must walk and, indeed, has begun to walk, in order to 
restore her finances and currency. 

1. The source of the financial and monetary crisis 
of France is found in the budget deficits. No financial 
and monetary restoration is possible in the country until 
the unity and balance of the budget are secured. 

From this point of view, the fiscal effort accomplished 
by France during the last financial years has been ex- 
tremely important. Thanks to this effort, France now 
possesses a budget which is balanced and comprises all 
the expenditure of the State. 

2. The very high figure and the composition of the 
public debt of France, and notably the preponderance 
of the floating and short-term debts, constitute the 
weakest aspect of the financial position in France. Not 
only must any increase in the amount of the debt be 
avoided, but the debt must be reduced and consolidated. 
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3. The financial policy of the Government must be 
based on fostering the saving habit, defending the right 
of property, and respecting the State’s undertakings. 
It is only through such a policy that, confidence being 
restored, the export of capital will stop and the requests 
for reimbursement of the floating and the short-term 
debts will be checked. 

These principles are the very foundations of the pro- 
gramme of the National Union Cabinet presided over by 
M. Poincaré. 

4. The positive character of the general balance of 
accounts is indispensable to ensure the monetary restora- 
tion. During the first period of this restoration, which 
will necessarily be accompanied by a rise in prices and a 
falling off of exports, the positive character of the balance 
can only be realized through the assistance of foreign 
credits. 

5. Foreign credits are also indispensable to constitute 
funds necessary for efficient interventions on the exchange 
market. In the present state of the money markets, 
foreign credits can only be secured after the settlement 
of the inter-allied debts. 

6. It is evident that the deficits of the general balance 
of accounts cannot always be met with foreign credits. 
In order to make the balance of payments positive, it 
is necessary to develop in the country the spirit of work, 
thrift, and saving, and to encourage production power- 
fully, as well as the exploitation of the natural riches of 
the country. 

The programme which we have just outlined is not 
different from that which was proposed by the Committee 
of Experts created by the decree of May 31, 19206. 
Outside this programme, the financial and monetary 
restoration of the country is impossible. 

The Poincaré Cabinet, like the preceding Ministry of 
Briand-Caillaux, resolutely entered the path of the 
realization of this programme. But, whereas Caillaux 
required the approval by Parliament of the whole of his 
programme en bloc, Poincaré is realizing the various parts 
of the programme one after the other. He is obliged to 
proceed by stages, and with the greatest circumspection 
in the face of certain difficulties which he meets in Parlia- 
ment, especially in the question of the ratification of the 
Mellon—Bérenger agreement. The stages which he has 
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already covered are: the realization of the budget’s 
balance for the current financial year and presentation 
of a balanced budget for the year 1927; the realization of 
savings in various administrations; the creation of the 
Caisse d’Amortissement; the first consolidation loan; 
the reconstitution of the fonds de maneuvre formed by the 
Morgan loan, etc. etc. The Poincaré programme and 
its development now depend, to a large extent, on the 
attitude of Parliament towards the Mellon—Bérenger 
agreement. 

When the whole of these reforms relating to the 
budget, the debt, and monetary stability is carried out 
there will still remain one problem to solve, the gravest 
of all, without which the financial and monetary restora- 
tion and the stability of the franc are impossible. It is 
the problem of the balance of accounts. As long as France 
does not succeed, without the assistance of foreign credits, 
in securing a positive character for her balance of accounts, 
she cannot look upon her financial and monetary 
restoration as realized definitively. 

Here is found the direct connection which exists 
between the financial and monetary restoration and the 
general economic situation of France, the importance of 
her producing powers, of her agriculture, industry, and 
commerce. From this point of view, the situation of 
France warrants us in looking to the future of her 
financial and economic restoration with complete 
confidence. 

* * * * 


We have analysed, one after the other, the various 
elements of the financial and monetary crisis of France ; 
budget deficits, defects in the form of the interior debt 
(pre-eminence of the floating and short-term debts), 
non-settlement of the foreign debt, lack of a stock of 
currencies, indispensable for interventions in the market ; 
lastly, a crisis of confidence, resulting from this situation 
and aggravated by the policy of the majority brought 
into power by the elections of May 1924. 

It was through the solution of each of the problems 
which we have just enumerated that the Experts’ Com- 
mittee, called together by the Government, as the effect 
of the decree of May 31, 1926, recommended the realiza- 
tion of the monetary rehabilitation of France. 
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The experts stated that the conditions for the mone- 
tary restoration are both of a moral and technical order. 

From the moral point of view, it is necessary to restore 
confidence. Frenchmen and foreigners alike must have 
an absolute confidence in the safety of capital and in the 

respect of the State's undertakings. From the technical 

point of view, one must secure the equilibrium of the 
general balance of the country’s accounts through the 
provisional grant of foreign credits and the gradual return 
of exported French capital, which will find its way home as 
soon as confidence is restored ; one must realize the balance 
of the budget by reducing expenditure and creating new 
resources, mainly by means of taxes on articles of general 
consumption, ensuring an immediate and regular income, 
which will increase with the rise in prices; undertake the 
amortization and voluntary consolidation of the interior 
debt, and settle the question of the foreign debt ; create 
by means of foreign credits, which might be opened to 
the Bank of France, and through gold purchases by this 
institution, a ““mass of manceuvre” which would permit 
of a constant watch being kept over the currency rates. 

It will be seen that the experts’ plan, in order to arrive at 
monetary restoration and notably at stalilization, proposes 
a series of remedies corresponding exactly to the various 
elements which, according to our foregoing analysis, con- 
stitute the financial and monetary crisis of France. 

The experts’ plan was adopted in its entirety by the 
two statesmen, M. Caillaux and M. Poincaré, who since 
last July succeeded the other at the post of Finance 
Minister. Yet, while the plans of both M. Caillaux and 
M. Poincaré have as a common basis the experts’ report, 
they present, as regards the tactics of application, certain 
fairly considerable divergences, which have been clearly 
brought into light by the former Under-Secretary of 
State for Finances, Fernand Piétri, in the article which he 
published in the number of the ‘Revue de Paris” for 
October 1, under the title “Poincaré Plan and Caillaux 
Plan.” The Caillaux plan identified itself with the experts’ 
report. It approved this document as a whole and in 
detail, and adopted it en bloc. M. Poincaré, according 
to M. Piétri, proceeds differently, endeavouring to dis- 
sociate the factors of the problem and to solve them in 
successive stages. On the other hand, M. Poincaré seems 
to seek a revalorization of the franc before undertaking 
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its stabilization. The experts, who drew up their report 
in June, when the rate of the pound sterling reached and 
exceeded 170 francs, state that “‘the selection of a more 
favourable franc rate than the present one would be 
desirable.” But M. Poincaré seems to be seeking a lower 
rate level than the one which, in principle, the experts 
had in mind. 

M. Poincare’s policy, however, is dictated by circum- 
stances. He is faced by the greatest difficulties in the 
realization of one of the main conditions of stabilization, 
namely, the settlement of the inter-allied debts and the 
granting of foreign credits. He is compelled to proceed 
by stages. As for the preliminary revalorization, that is 
to say, the search for a lower rate for stabilization, it is 
accounted for by the firm belief which he has often 
expressed, that the intrinsic value of the franc is greater 
than its market rates, and by his wish to spare the 
interests of the agricultural class and the bearers of 
French State loans. 

While thus going forward gradually, M. Poincaré 
has been able to accomplish in the space of three months, 
between August and October 1926, a task which is, 
indeed, remarkable. He has succeeded in purifying very 
considerably the financial situation, restoring confidence, 
and consequently facilitating very greatly the work of 
stabilization. 

THE RESULTS SECURED 

In the realm of the Budget and Treasury, M. Poincaré, 
when he assumed power, found himself face to face with a 
threefold task: he had to meet the deficit of the 1926 
budget, in which the receipts did not fully cover expendi- 
ture, to frame a balanced budget for 1927, and to meet 
the needs of the Treasury. 

On August 3, the Prime Minister caused to be voted 
in Parliament a series of increases in taxation, which 
should procure 2,458 million francs by the end of 1926, and 
9,193 million in 1927. 

Furthermore, the Poincaré Cabinet carried out by 
means of decrees a number of important administrative 
reforms, the effect of which will be considerably to reduce 
the expenditure of the next budgets. 

The budget plan for 1927 was drawn up so as to show 
a surplus of receipts, and M. Poincaré succeeded in having 
it very rapidly adopted by the Finance Commission, 
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and now, on the opening of the Parliamentary session, 
this budget i is being discussed by the Chamber of Députés. 
In these conditions, it is certain that France will no 
longer live, as has happened for the preceding budgets, 
through one-half of the greater part of the year under 
the system of provisional credits (douziémes provisoires), 
The plan for the 1927 budget, approved by the Finance 
Commission of the Chamber of Députés, shows a surplus 
of receipts amounting to 699 million francs, the total 
receipts being 39,959 million, and the expenditure 39,260 
million francs. 

In the other domain, that of the amortization and 
consolidation of the debt, M. Poincaré also laid the first 
stones of the edifice, first, by getting Parliament to vote 
the law establishing the ‘‘ Caisse autonome des Bons de la 
Défense Nationale,’ and endowing this fund with re- 
sources drawn from the tax on transfers (800 million 
francs) and the death duties (2,700 million francs), and 
by earmarking for it the income from the tobacco mono- 
poly; secondly, by issuing a consolidation loan, which 
enabled him to consolidate 2,500 million francs worth 
of Défense Nationale bonds. 

Lastly, in the sphere of the increase of the reserves 
which will enable the Government to intervene on the 
currencies market, M. Poincaré caused Parliament to 
vote the law allowing the Bank to purchase gold and 
currencies. The Bank has already bought within the 
country more than 1,000 million francs worth of gold 
coins. Furthermore, thanks to the rise of the franc, 
resulting from the more favourable appreciation by 
foreign countries of the political and financial position of 
France, the Government has been able to reconstitute 
the Morgan fund, and, besides, has purchased currencies 
to an amount which is said to be equal to at least one-half 
of the Morgan fund. 

What is more particularly important, however, is the 
complete change that has taken place in public opinion 
within the country and outside, the restoration of con- 
fidence which has occurred since the formation of the 
Poincaré Cabinet. Whatever difficulties may yet have 
to be overcome in the work of currency rehabilitation, 
public opinion now feels convinced that the period of 
dangerous experiments and of the meddling of politics 
with finance is at an end. If M. Poincaré could grant 
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newspaper interviews, as M. Stéphane Lauzanne wrote in 
the “Matin” on November 3, 1926, he would have said : 
‘‘The past now leaves no traces, the present is assured, 
the future can be envisaged with serenity.” 

It would be rash, however, as well as dangerous, to 
believe that the task of restoration is completed. It is 
only beginning, and the greater part of the work still 
remains to be done. But what has been accomplished in the - 
course of the last three months does warrant every hope. 

Through all the great and critical periods of her 
history —and the present time is, indeed, a great and 
critical one—France has always known how to display 
the necessary energy, strength, genius, and patriotism 
in order to face the danger, and she has always found the 
statesmen required to realize the work of restoration. 


ECONOMIC SITUATION AND MONETARY STABILITY 


At the beginning of this article it was stated that the 
closest links exist between the future of French currency and 
the economic situation of France, her productive power, 
and the genius, industry, and thrift of her population. 

In fact, as we have seen by the example of the cur- 
rency history of France after the war, monetary instability 
is created first and foremost by the deficit in the budget 
and the deficit in the general balance of accounts. 

The budget deficit engenders the floating debt and 
shakes confidence in the financial forces of the country. 
The deficit in the balance of accounts provokes a demand 
for foreign currencies in excess of the offer, empties out 
the reserves of foreign currencies and stocks which the 
country may possess, creates a debt in the form of 

“speculative credits,’ with which we dealt above, and 
ends by shattering monetary stability. 

Now, the budgetary situation and the general balance 
of accounts of the country directly depend on its natural 
wealth, its producing power, the taxable capacity of its 
population, and the means which it possesses to satisfy 
home needs and to export. 

It is, therefore, important, in analy sing the financial 
and monetary situation of France, to recall here that, 
while the country’s finances were going through a period 
of acute crisis, while the currency situation was shaken, 
and the political parties were waging a conflict which was 
not without repercussions on the financial situation, the 
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country was going on working, reconstituting its economic 
forces in all the spheres of production, and thus, since 
the war, it has accomplished remarkable progress. 

In the main branches of her production France has 
already restored her pre-war position. In 1925, the grain 
harvest was equal to that of 1913, the potato harvest was 
greater, the sugar output was almost up to the pre-war 
level. During the same year, activity in the metallur- 
gical industry went beyond that of 1924, and was as 
great as in 1912. The coal industry in 1925 considerably 
exceeded the results of 1913; electrical industries made 
new progress; the balance of foreign trade in the course 
of the last few years showed an important surplus. 

To a certain extent, the economic activity of the 
country was increased by the development of the foreign 
trade, which itself was due in part to the fall of the franc. 
But what the export trade may temporarily lose when the 
franc is stabilized will be regained gradually, for the general 
economy of the country, by the effect of the return 
to normal conditions which will result from stability. 

What is particularly important is that France has 
not only restored in their entirety her districts devastated 
by the enemy and brought the volume of her agricultural 
and industrial production back to pre-war level, but that 
she has enlarged and strengthened the very foundations 
on which the whole of her economic structure rests. Her 
economic equipment has become stronger and more 
powerful to resist in the crisis which may result from the 
earlier period of stabilization, and to devise afterwards 
better costs of production, an indispensable condition, in 
order not to lose the foreign markets which she has 
conquered. 
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Bank Meeting 


ROYAL BANK OF SCOTLAND 


HE annual court of the Royal Bank of Scotland was held on November 24 
Te Edinburgh. His Grace the Duke of Buccleuch, K.T. (the Governor), 

who presided, in moving the adoption of the report, said : 

I presume it will be your pleasure that the annual report and balance sheet 
with the auditors’ report, which have now been in your hands for some days, 
shall be taken as read. I think you will agree that the position of the bank, as 
shown by the balance sheet, is an eminently satisfactory one. 


DEPOSITS, ETC. 

Dealing first with the bank’s liabilities—our deposits have been maintained 
at a high level—the amount at the date of the balance being nearly forty and a 
half millions. 

There is a reduction in the amount of the notes in circulation, which is not 
surprising in view of the long stoppage of work in the coalfields. At the time 
of the balance our acceptances were unusually low in amount, but these fluctuate 
considerably according to the state of foreign trade and the requirements of our 
customers and other connections. 


STRONG LIQUID POSITION. 

Turning to the assets side of the statement, it will be found that our liquid 
funds exhibit the usual high ratio, and besides our cash and short money this 
position is further reinforced by our holding of British Treasury Bills amounting 
to £1,779,000. 

INVESTMENTS. 

There is some reduction in our holding of British Government securities 
owing to the increased demands upon the bank from our customers. As you 
will observe from the entry in the balance sheet our holding of these securities 
is of a varied character containing a proportion—a very substantial one I may 
say—of short-dated bonds which form an ideal banking investment. 


ADVANCES. 
The increase in the advances to customers on cash credit and current accounts 
is a natural one having regard to the times through which we have been passing. 


TRADE PROSPECTS. 

Last year trom this chair I ventured to express the view that there were 
not wanting signs of improvement in trade. Such hopes were rudely shattered 
by the general strike which, however, was quickly and successfully overcome, 
and looked as if it might in its results prove a blessing in disguise. Unfortunately, 
peace was not to be reached with the defeat of that violent measure, and we 
have had to face the prolonged and bitter coal dispute with all its consequent 
loss and unsettlement. Even that struggle has, however, had to give way to 
the logic of economic facts. The effects of these serious experiences must show 
themselves in many balance sheets during the next year, with far-reaching 
results upon the National Exchequer and upon the burden of local rates in 
industrial districts. Even yet it is possible to look for a revival of trade, as 
there are not absent indications of improvement in shipping and shipbuilding 
which, if realized, would necessarily have their effect upon the iron and steel 
and other industries. Contracts have, no doubt, been permanently lost to the 
country, but there are still many orders being held over. These, however, can only 
be undertaken if there is to be a sufficient and steady output of coal at a 
practicable price. Subject to that condition British coal must, in respect of its 
superior quality, come to its own again in the foreign markets. As a further 
factor which makes for optimism there is the greatly improved condition of 
Europe, both politically and financially, which encourages the hope of further 
expansion in our Continental connections. 


THE NEED FOR INDUSTRIAL PEACE. 

We can only express the hope that the severe lessons of these trying months 
have not been lost, and that in the long run we may be able to look forward to 
some measure of industrial peace, extending over a period of years, accom- 
panied by a definite increase in the ratio of production, which would go a long 
way towards enabling this country to attain again to her rightful position in 
the trade of the world. This is no mere capitalist expression of view. The 
duty of securing it as a reality is equally incumbent upon employer and employed, 
and in an island country such as ours, which depends to a vital extent upon its 
export trade for its supply of food, some working agreement between capital and 
labour is absolutely essential if the standard of life amongst our people is to be 
maintained. 
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BANK BUILDINGS. 

Returning to our balance sheet, it is satisfactory to find that owing to liberal 
appropriations from time to time the increase under bank buildings and property 
over last year’s figures is comparatively small having regard to the building 
schemes which the bank have had in hand. The most important recent addition 
to the bank’s buildings—the new office at the west end of Princes Street, 
Edinburgh—was completed in the early summer, and has been in occupation 
since that time. The new edifice has been generally admired from the architec- 
tural point of view, and it forms an important addition to Edinburgh’s public 
buildings, whilst as a branch bank office it is equipped so as to meet every 
requirement of our numerous and important clientele. ‘ 

PROFITS. 

Our net profits, after providing for all bad and doubtful debts, and making 
allowances for contingencies, amounted, as shown in the balance sheet, to 
£476,545, being just a trifle over last year’s figures. It is gratifying in such a 
year as we have experienced to make such a showing. 

APPROPRIATIONS. 

After making the usual dispositions for bank buildings, and heritable property, 
and pension reserve fund, the directors have recommended a dividend for the 
half-year at 16 per cent., making with the dividend paid for the previous half- 
year 16 per cent. for the whole year, less income-tax. This is an increase of 3 per 
cent. on the previous year, when 15} per cent. was paid. 

REST NOW EXCEEDS CAPITAL. 

As you will see from the report, after making these appropriations there is 
a balance of £106,545 carried to rest account, bringing the total of the rest up to 
£2,571,249. For the first time in the history of the bank the rest exceeds the 


paid-up capital, as recently increased to £2,500,o00—and the two together have 
now reached the impressive total of £5,071,249. 
DRUMMONDS’ BANK. 

Since our acquisition of Drummonds’ Bank it has been customary to say a 
word regarding that important branch of our organization, and it is only necessary 
to add to-day that the business at that office which has brought a large and 
influential connection to the bank in the West End of London continues to be 


entirely satisfactory. 
FOREIGN BUSINESS. 

Our foreign department continues to grow in importance and to yield 
satisfactory results. 

BICENTENARY. 

The bank was incorporated by Royal Charter on May 31, 1727, so that in 
six months’ time we shall reach our bicentenary. The story of the bank is being 
written by an accomplished hand, and it will be found that it forms a not incon- 
siderable contribution to the history of Scotland itself during the period dealt with. 

LOSSES ON THE DIRECTORATE. 

Suitable reference is made in the report to the losses sustained during the 
year by the death of Sir George M. Paul, LL.D., an extraordinary director, and 
of Mr. James A. Fleming, an ordinary director. Sir George Paul had been law 
agent of the bank for a considerable period of years, and always took a very 
keen interest in its affairs. Mr. Fleming had a very old connection with the 
institution—his father having been cashier, and he himself in his youth had fcr 
some little time been in the service of the bank. We shall miss him not only as 
a valued colleague and adviser, but as a warm personal friend. 

THANKS TO STAFF. 

The thanks of the directors and of the proprietors are due to all the members 
of our staff for their loyal and devoted service during the past year. 

The directors feel sure that the proprietors will join them in heartily con- 
gratulating Sir Alexander Wright on the well-deserved honour recently conferred 
on him by His Majesty the King, which they feel is a fitting recognition alike 
of his public work and of the eminent position which he holds in the banking world. 

They would further take this opportunity of recording their high appreciaticn 
of the valuable services which Sir Alexander has rendered to the bank during 
the past year, and they also desire to extend their thanks to the other officials 
at head office, London, Glasgow, and elsewhere. 

APPROVAL OF ACCOUNTS—DIVIDEND. 

With these remarks I beg to propose that the report now submitted containirg 
a statement of the accounts and balance sheet of the bank be approved, and that 
out of the profits of the year a dividend of 16 per cent. per annum for the half- 
year, under deduction of tax, be now declared in conformity therewith. 

The report was approved, and the Governor, Deputy-Governor, extraordinary 
directors, and the retiring ordinary directors were re-elected, and auditors were 
appointed for the ensuing year. 
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The Modern Strong-room 
By J. Hembrow, A.R.I.B.A. 


architect may have to undertake is the design 

and construction of a strong-room. It would 
be of advantage to the users of safes and strong-rooms 
were they as familiar with their structure as_ they 
are with their motor-cars or clocks. Here they are 
compelled to trust to their own judgment; and a little 
knowledge of the subject might sometimes prevent them 
from entrusting valuable articles to a pretentious thing 
entirely specious and having about the total strength of a 
child’s money-box. 

Actual practical security on a general scale has only 
been reached in this generation. In de molishing a strong- 
room of, say, sixty years ago, one finds that it collapses 
as readily as the rest of the building. It would be a great 
task to destroy such as are erected now. 

The advent of general education, combined with 
the growth of engineering, produced an ever-increasing 
number of mechanically-trained men, presenting the 
designers of strong-rooms and doors with an altogether 
new problem. Latterly it has been a fight between those 
who build and those who break, and, to the credit of the 
bankers’ engineer, he is still top dog. 

Reinforced concrete has reached great prominence 
in the making of the modern strong-room. It might be 


(= of the most fascinating tasks which a bank 





One of an important installation of twenty strong-rooms being completed by 
Messrs. John Tann, Ltd. 
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said that almost every treasury of importance is now 
constructed of this material. It has been found that what 
most baffles modern attacks is the juxtaposition of more 
than one material—the more complex the more safe. 

Now, concrete, although it may be nearly as hard as 
granite, can be dealt with as concrete, but when steel 
is artfully introduced with it, the tools which will cut 
concrete fail. In the same way steel may be cut with 
hacksaws, drills, or the oxy-acetylene blowpipe. But, 
embedded in concrete, the drill may be baffled for lack of 
direction, and the blowpipe by the concrete itself. Every- 
thing depends on the disposition of the reinforcement. 

I reproduce here two imaginary sections of walls 
which will explain my first point. 


Wall Section A. 


EERE 


a 
¢ 
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Wall Section B. 


In section A. the steel is rather worse than wasted, 
since it divides the concrete. The attacker would first 
remove the concrete from the steel as hatched. The 
steel would then be at the mercy of the blowpipe. It 
would be cut away and the final concrete dealt with. 

But with section B. this is not possible. As soon as 
he makes an impression the attacker comes upon an edge 
of steel. He cannot use the blowpipe effectively because 
of the concrete ; he cannot get the concrete from between 
the steel; explosives will not clear him a passage because 
of the close lamination of the steel. 


A. could be pierced in a few hours. 

B. would take from forty to sixty hours. 

Bankers’ engineers approach this problem in various 
ways, but the principles cited above are essential to all. 

The principal makers all approach the problem on 
these lines :— 

Messrs. Chatwood, the importance of whose contracts 
demonstrate the high standard of their work, have been, 
and are constantly, experimenting and improving, and 
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steadily working towards an ideal. 
rheir latest systems of reinforce- 
ment are full of interest. 


t 
a’ Messrs. Chubb, too, are con- 
: stantly improving on the past, 
, 
, 
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and the reputation they have long 
held proves the difficulty of the 
task. Their latest method of rein- 
forcement, which I was privileged 
to see, is highly ingenious and 
baffling to the most expert burglar. 

The Fortis Reinforced Con- 
crete Safe Co. (which firm is 
associated with the Empire Stone 
Co., therefore benefiting by their 
long experience) have a most 
carefully thought-out system of 
twisted bars interlaced in the most 
intricate manner. Here the door 
see ian talled at the Bank itself is of concrete, thus ensuring 

Lips, Ltd. ” an equal strength in all parts of 
the strong-room. 

This method is also adopted by the eminent firm of 
Messrs. Hobbs, Hart and Co. This old-established business 
is full of vitality and enterprise. It has built strong-rooms 
for the Bank of England and for the new head office of 
the Westminster Bank, the oldest joint stock bank in 

England. 
Messrs. Lips, 

3 Limited, whose 
joe works are in Holland, 

| aie haveaspecially made 
ie twisted bar for use in 
ie the structure of their 
strong-rooms. It is 
compound—that is, 
it comprises in itself 
two metals, one drill- 
resisting and _ one 
flame-resisting. Its 
efficiency, therefore, 
as an obstacle to 
attack is extremely 

high. 
Messrs. Milners, 
whose name is a 


Sectional illustration of a banker’s strong-room constructed > r 
by Messrs. Hobbs, Hart and Co. for a British bank. house hold word 
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Hamilbros Bank 
Limited 








41.Bishopsgate 
London E.C.2 
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Installed in many 


Bank buildings 


S.M:S. Lifts are installed in thousands 
of important buildings including a large 
number of Banks. One of the latest 
installations is in the New Building of 
the Westminster Bank in Threadneedle 
Street London. There are seven electric 
lifts in these premises —all S.M.S. = 
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S.MS. Lifts are being specified where- 

ever absolute reliability is an essential. = 

They are entirely British. = 
Send for authoritative booklet. E 


Smith, Major & Stevens, Ltd. 





aa ’ LONDON AND NORTHAMPTON 
a ‘ Branches for Maintenance SINCE =2 
SD.15-178 Service in all large towns. 1770 = 


MT mh 


MUU 


HULU UAL ie 

































THE 





One of Messrs. Chubb’s latest strong- 
room doors. 


It is extremely difficult 
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where safes are spoken of, 
believe in reinforcement of a 
most formidable kind. 

The Ratner Safe Co., Ltd., 
also believe in heavy reinforce- 
ment, which they maintain 
presents the most efficient 
obstruction to penetration. 
They recently built the new 
reinforced concrete strong- 
room for the head office of 
Hambros Bank, and also that 
at the Cornhill Safe Deposit. 

Messrs. John Tann have 
several most efficient systems 
which are a maze of difficulty 
tothecracksman. This firm is 
at present engaged in strong- 
room work in_ connection 
with the rebuilding of the 
Bank of England. 
for a layman, who is possibly 


not a technical man, to analyse systems submitted by 


engineers. 


parison difficult, and his 


hazard or based on a familiar name. 


Even the technical man often finds a com- 


selection is frequently hap- 
I, therefore, give 


my own method of scrutinizing schemes for strong-rooms 





The Chatwood special diamond quality 
door fitted with crane hinge. 


submitted, and also for 
strong-room doors. The 
same method can also be 
applied to safes. 

A blue print is required 
from the engineers showing 
the exact construction 
they suggest. They are 
asked to give a complete 
specification ; the tenders 
are then tabulated accord- 
ingly. 

The weight of reinforce- 
ment is very important. 
One must remember that 
its disposition as an ob- 
stacle isthe most important 
point of all, but the nature 
of the reinforcement is of 
no less importance. The 
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The first Safe ever 
made was a *TANN’ 


It was over a hundred and thirty years ago that an Engineer, 
realizing the inadequacy of the wrought and banded treasure 
chests of the period as a means of protection from fire or burg- 
lary, invented and commenced to manufacture the first safes. 
That engineer was Edward Tann, pioneer of safe-making and 
founder of the present firm of John Tann, Ltd. 

Throughout the 130 years of the Firm’s existence, no Tann fire 
and burglar-resisting safe or strong room has cver had its 
contents destroyed or stolen. 





Safes s Strong Rooms 








An actual Est. 1795 
Silhouette : 7 y 40 Ears 
Portrait of Catalogue, Estimates, & Expert Advice, gratis before any 
Cw mi ther Safe 
np gga JOHN TANN, LTD., 117 Newgate St., London, E.C. pen yo 
Died 1862. Telephone : Central 9772. Telegrams: ‘‘SAFEJOTAN, LONLCN.” the worid 
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HARMAN & LAMBERT 


(HARMAN & CO., LTD.) 





Dealers in Antient Silver and Fewellery, etc. Church Plate a specialité. 
Silver and Fewellery purchased for cash or taken in exchange. 


ESTABLISHED 1n COVENTRY STREET 11760. 


177 NEW BOND STREET, LONDON, W.1./ 


’Phone : Mayfair 0137. | 








THE BANK OFFICERS’ GUILD. 


(The National Association of Bank Emplovees of England and Wales.) 
The Guild is a protective association which aims at the betterment 
of the status of the Bank Clerk and co-operation with the Directorates. 


It desires Banking to be raised to the dignity of a profession, and 
is doing a great work to increase the educational standard of the employee. 








For full particulars and explanatory literature apply to :— 
THE GENERAL SECRETARY, 
BANK OFFICERS’ GUILD, 
28 OLD QUEEN STREET. 
WESTMINSTER, S.W.|1. 
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most ingenious interlacing of steel will fail if the section 
used is too light. It sometimes becomes so light that it 
can be dealt with by a cutting teol. The design of the 
door is complicated by its being a moving part, having 
to be swung on hinges and secured by bolts and locks. 

It is satisfactory to be able to say that the careful 
study of the methods of all nations leads one inevitably 
to the conviction that the English safe-makers’ con- 
struction and workmanship are far in advance of any 
others. My own investigations lead me to the belief that 
only one firm of engineers outside Great Britain are in a 
position, confidently and successfully, to compare their 
goods with British productions. This firm is mentioned 
elsewhere in this article. 

There is a_ great 
difference in themethods 
of bankers’ engineers as 
to the solution of the 
problem of the strong- 
room door. Briefly, 
opinion is divided be- 
tween the all - metal 
advocates and the advo- 
cates of the introduction 
of other materials in the 
form of concrete, or some 
special composition of a 
similar nature. 

These doors are all 
interesting :— 

The well-known 
Treasury-room door manufactured by Messrs. Chatwood door is based 

Milners for a Jarge Continental bank. on the all-metal prin- 

ciple, and proves an 
obstacle both to the drill and the blowpipe; also, the 
higher grade doors are all supplied with precautions 
against explosives. 

Messrs. Chubb, working on their own original line, 
seem to favour metal rather than compositions in the 
manufacture of their strong-room doors. 

Messrs. Ratner obtain their results by an ingenious 
lamination of different grades of steel to resist drills and 
cutters and, by introducing a sheet of metal of a high 
heat-conducting quality, prevent penetration by the 
blowpipe. The outer plate of all their doors is also of 
a special drill-proof, blowpipe-proof, self-hardening steel, 
specially evolved and manufactured for them. This 
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HOBBS, HART & C® [° 


SAFE & LOCK MAKERS BY APPOINTMENT to H.M. THE KING 








BANKERS’ VAULT DOOR 


AS SUPPLIED TO THE BANK OF ENGLAND anp 
Tue Principal BRITISH ann COLONIAL BANKS. 


76 CHEAPSIDE, LONDON, E.C.2. 
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firm supplied strong-room doors to the new head offices 
of Hambros Bank. 

Messrs. Lips in their heavy doors introduce a system 
of concrete protection to their inner plate and lock. The 
concrete is reinforced with the compound bars mentioned 
before, besides laminations of drill-proof, anti-cutter and 
blowpipe-resisting metals. Their methods are highly 
interesting and very efficient. 

Messrs. John Tann work on similar lines, but supply 
all classes of door. That they have supplied the new 
Bank of England building with strong-room doors shows 
that their work has the confidence of an important judge of 

—— security work. 
| Messrs. Milners are 
fixing a strong-room 
door in Manchester 
weighing eight tons. 
The treasury-room 
door shown in the 
illustration on p. 534 
is one of a number 
manufactured for a 
large Continental bank. 
The weight of the door 
is approximately six 
tons. 

A word is due as to 
locks, a most vital part 
of the door or safe. 
For my part I do not 
One of the reinforced concrete doors recently favour key locks unless 
installed by “ee. a Concrete protected by a com- 

bination lock. The dis- 


position of a key is traceable. The manager may carry it ; 
the door is at the mercy of the key. Raffles, finding that 
the manager carries his key, can comfortably knock him 
on the head or “dope” him and take the key away. There 
would be no difficulty in recognizing it, and, even if 
there were, the name of the maker is stamped upon it— 
to my mind a most amazing stupidity. But with a 
letter lock with the combination known only to one man, 
or two men if thought wise, with the combination placed 
in a sealed envelope at head office in case it were forgotten 
or the manager dies, Raffles cannot get the combination 
out of the manager’s brain by knocking him on the head, 
however hard, and, contrary to the impression given by 
American crook films, the modern cipher lock or letter 
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FORTIS 


SAFES, STRONG ROOM 
DOORS & STRONG ROOMS 


Constructed of 


REINFORCED CONCRETE 


PROVIDE SURE PROTECTION AGAINST 
FIRE AND BURGLARY 
AT MINIMUM COST. 


. 


We undertake the complete 
construction of strong rooms 
in reinforced concrete. 








May we quote you ? 


FORTIS REINFORCED CONCRETE SAFE CO., LTD. 
THANET HOUSE, 231 STRAND. 
LONDON, W.C. 2. 


T. J. MCDOWELL, : Telephone No. 
Managing Director. Write for Leaflet. Central 6312. 





DRY YOUR STRONG ROOMS AND 
KEEP THEM DRY 


LIPS Drying apparatus ABSORBS 
the moisture from the atmosphere, 
deposits it in a receptacle from which 
it can be conveniently drawn off and 


ELIMINATES CONDENSATION. 
Initial cost £3 3 0. 


Upkeep negligible. 


Installed in several leading English and Con- 
tinental Banks. 


LIPS LIMITED 
BANKING ENGINEERS 


KINGSWAY HOUSE, KINGSWAY 
LONDON, W.C.2 
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lock (such as that, for instance, supplied by Chatwood 
or Lips) cannot be opened by ear or any other human 
miracle. 

The safe plays an important part in security, but 
space does not allow of any exhaustive comment on it 
here. Suffice it to say that any and everyone of the 
makers named herein turn out a reliable article, and 
anyone is well advised in trusting to their commodi- 
ties, provided always that they buy a safe suitable to 
its purpose. It is useless to buy one which is simply 
fire-resisting, and then blame the makers because it is 
burgled. 

There is one notable departure, however, in the manu- 
facture of safes in the last few years which is of interest 

and merits attention. 
= The Fortis Safe is 
N29.D00R constructed on exactly 
the same lines as the 


mn modern _ strong-room. 


It is of concrete rein- 

MINH forced with an intricate 

system of steel bars and 

i meshed steel, and is of 

DEAN “ equal strength on all’ 

AM sides. The tool used in 

the Hatton Garden 

il burglaries would have 

ul failed to penetrate this 

safe because there was 

no outer plate to tap for 

. purchase for the drill, 

One of the latest strong-room doors constructed . 

by the Ratner Safe Co., Ltd. even if the concrete 

could have been cut by 

such an instrument. I am of opinion that this safe 

has a successful future which it can accomplish without 

displacing or interfering with its honourable and long- 
established rivals. 

In conclusion, it is most important for anyone buying 

a strong-room door or safe to know what he is buying. 

He would not buy a motor-car from a man who said 

its engine was so marvellous he dare not lift up the bonnet 

to show it. If a man says his door is so superlative and 

so secret that he cannot tell you what it is made of, rest 

assured there is nothing in his statement and almost as 

little in his door. 
Security combines the highest engineering skill with 
searching chemical research. It is not a conjuring trick. 





